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What finer gift can you give those you 


love than the gift of security? It is the 
great privilege in America, where we 
are free to provide it. 


And think 


us helps build the 


country, by simply taking care of our 
own. A secure America is the sum 
of its set nome 
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interest for as long as 19 years and 8 
months if you wish, giving you a re- 


turn of 80% on your original in- 
vestment! 

Eight million working men and 
women are building their security with 
the Payroll Savings Plan. For your 


sake, and your family’s, too, how about 
signing up today? If you are self-em- 
ployed, ask your banker about the 
Bond-A-Month Plan. 
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INTELLIGENCE 


Indo-China may become a turning point in contemporary history. The deteriorating 
situation in the strategic peninsula will have major long-range consequences on the following 
vital issues and areas: 

1. The future of Southeast Asia. 

2. The unity of the West. 

3. The decisions of the “neutralist” Asian nations, India, Indonesia and Burma. 

4. The entire Communist strategy in Asia. 

@ With regard to the first of these, Allied officials on the spot are particularly con- 
cerned over the possibility that France, at Geneva, might accept a cease-fire on Communist 
terms and without adequate international supervision. This, in their opinion, would result in 
the overrunning by the Viet Minh of all Indo-China. A very high British source told WORLD: 

“The consequences of such a negotiated peace would be worse than a straight-out Red 
military victory in their effects on the Communist parties of Malaya, Burma, Thailand and 
Indonesia. 

“We can only hope that the Communist demands at Geneva will be so outrageous that 
the French will be forced to turn them down.” 

These same officials, in addition, do not share the opinion widely held in Washington, 
Paris and London that the terrific losses suffered by the Viet Minh forces in taking Dienbien- 
phu, coupled with the opening of the summer-long monsoon rains, make new large-scale mili- 
tary action unlikely for several months. They point out that the rains hamper exploitation of 
the chief French asset, air power, at least as much as they hinder Viet Minh ground movements, 
and that optimism under the circumstances is so much “monsoonshine.” Communist pres- 
sure on the Red River Delta, they emphasize, has mounted daily since Dienbienphu’s fall. 

An ominous sign of the times in Singapore and Malaya is the attitude of the local Chi- 
nese, who comprise more than 40 per cent of the population and are economically dominant. 
Rich as well as poor are now sending their sons at the rate of more than one thousand each 
month to China for the “free” university education offered by the Peking government. Up to 
four months ago, the rate was less than fifty monthly. Significantly, none of the students both- 
er to obtain a re-entry permit. Their attitude is, “we won’t need visas when we march in with 
Mao’s armies.” 

Their elders, and the similar Chinese communities in Thailand and Indonesia, are high- 
ly individualistic traders and capitalists who at heart hate communism. But they regard Peking 
as the almost inevitable winner and, with typical Chinese practicality, don’t want to be identi- 
fied with the losing side. 

@ Western unity, the second stake in the Indo-China crisis, already has been severely 
strained by the US-British disagreement over air aid to Dienbienphu. But whatever gap be- 
tween the two powers momentarily existed already has been closed, and their alliance seems 
firmer than ever. 


France, however, is still the question mark. 

Can Premier Lanie]’s government, still shakily in power by a two-vote margin, sur-' 
vive if it remains true to its two allies and, defying the “peace at any price” demand that is 
sweeping France, rejects a Communist-weighted cease-fire? 

If it does not, not only will Indo-China be lost, but EDC may be doomed and the whole 
Western European Defense structure shaken to its foundations. 

@ The loss of Indo-China would mean, too, that the Asian “neutrals” would fall more 
and more into the Communist orbit. Indian Prime Minister Nehru already has indicated that 
he favors the Viet Minh rather than the French proposal for a settlement, and will oppose any 
Western participation in election or cease-fire supervision. 
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@ Finally—and perhaps most important of all—the fate of Indo-China will determine 
future Communist strategy throughout Asia. If Indo-China falls, will Moscow and Peking con- 
clude that further military pressures will yield similar rich fruits? Or will they decide not to 
overplay their hand, and to attempt further penetration not by military but by political means? 

The nature of Communist conquest has been to flow on, militarily and politically, un- 
til it was contained by a firm barrier. 

NATO has become such a barrier in Europe. 


If Indo-China goes, can SEATO (Southeast Asia Treaty Organization) become such a 
barrier in the Orient, provided the US and Great Britain have the time and means to establish it? 


Faint traces of long-range optimism are apparent at the UN disarmament talks in London. 


Slowly, almost imperceptibly, the Soviet and American positions have been moving 


toward each other since October 1952, when the last effort at negotiation in the United Nations 
was abandoned. 


The USSR, for example, used to talk about the “unconditional prohibition” of weapons 
of mass destruction. If this meant anything, it meant destruction of stockpiles—complete 
atomic disarmament—with no foolproof assurance that the enemy was doing likewise. 


Now, the Kremlin is proposing prohibition of the “use” of such weapons. It would 
want more later, it says, but this would be the first step. Presumably prohibition of the “use” 
of nuclear weapons would leave stockpiles intact and assembly lines in operation. 


The US could not very well sign away the moral right to “massive retaliation.” But it 
might agree not to use such weapons except in retaliation. President Eisenhower stated last 
month that the H-bomb will not “be used by our initiative.” 


In retaliation for what could the bomb be used? This would be a possible subject for 


negotiation. The USSR has conceded the right to atomic retaliation for atomic attack. The US 
warns it may use atomic retaliation for attack of any kind. 


If a formula could be devised to prohibit nuclear weapons without negating their influ- 
ence as a deterrent to world war, the US would be taken off a spot, propaganda-wise, which 
is getting hotter by the month. WORLD recently polled the UN delegates of nearly all the 
thirty-six underdeveloped countries, and found a surprising—and disturbing—undercurrent of 
support for prohibition in some form, even among close friends of America. 

An agreement on prohibition could lead to negotiation on the far more vital problem of 
enforcement. Soviet delegates have always said that prohibition, at least “in principle,” must 
come before control could even be discussed. If the prohibition hurdle could be cleared, they 
would no longer have a convenient excuse to dodge inspection. 

WORLD can report, on the basis of private statements made last November by Andrei 
Vishinsky, that there is reason to believe that the Soviet and US attitudes on inspection also 
have drawn closer. (The USSR’s representative so far has refused permission for publication 
of these remarks.) 

Publicly, Moscow has never gone beyond the stand on inspection taken in 1946 by Andrei 
Gromyko. The Gromyko formula was considered less than foolproof, largely because it would 
not permit surprise inspections. It is possible that the Kremlin, in some circumstances, would 
now be willing to plug the main loopholes. 

Prior to 1952, such willingness would not have satisfied the US, It was Washington’s po- 
sition that inspection alone, however foolproof, would not be enough; that international owner- 
ship and management of atomic facilities—the Baruch Plan—was necessary. 

Since the Eisenhower administration took office, nothing has been heard of the Baruch 
Plan at the UN, at least not from the Western side. It has not been disavowed; it has simply 


been shelved. But a substitute, built largely around foolproof inspection, is in the works and 
may be presented at London. 
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save this 
CHILD? 


IF YOU SAW THIS CHILD, 
would you pick him up and save 
him as Bill Asbury, CCF repre- 
sentative, did in Korea a few weeks 
ago? We are sure you would not 
“pass by on the other side” to 
leave him die. He is now in a 
CCF orphanage being decently 
cared for. He is there with other 
children—children like the baby 
whose mother brought him to the 
superintendent, saying she could 
not find work and could not care 
for her baby. The baby was ac- 
cepted and the mother started away 
and then fell. When the superin- 
tendent reached her, she was dead 
—of starvation. Some CCF orph- 
anage children were pulled apart 
from the arms of their mothers— 
the children just faintly alive, their 
mothers dead. 

Bill Asbury is making no com- 
plaint about the dirt and discomfort 
connected with his job or even 
about the vermin, far more alive 
on such a child than the child him- 
self. But he is heavy hearted over 
the many children he can’t save for 
lack of funds. 

He will be glad, if you wish, 
to pick up a starving boy or girl 
for you and place him or her in 
one of the 42 Korean orphanages 
in which CCF assists children. The 
cost in Korea and in all countries 
where CCF operates is ten dollars 


i month and you will receive your 
child’s name, address, story and 
picture. You can correspond with 
your child. Childret can be 
adopted in CCI »rphanages 
around the world: in the following 


] 


ntries: Borneo, Brazil, But 


rma, 

Finiand, Formosa, Hong Kong, India, Indochina, Indonesia, Italy, Japan, 
Mexico, Okinawa, 
Western 
His arms and blessed them.” 
“adopting 


Jordan, Korea, Lapland, Lebanon, 


Philippines, Puerto Rico, United States and 
And the Lord took little children into 

20,000 Americans have done likewise \ 

CCF. Gifts of any amount are welcome 


For information write: 


Malaya, 


children 


Germany 


Dr. J. Calvitt Clarke 





Pakistan, 


through 


CHRISTIAN CHILDREN’S FUND, INC. 


RICHMOND 4, 


] wish to “adopt” a boy 
girl for one vear in Please send 


Name country 


[will pay 9 a NAMI 
9120 a year). Enclosed is 
payment for the full 
first month . Please send 
me the child’s name, story, ADDRESS 
address and _ picture I 
understand that I can cor 
respond with the child. Cre 
Also, that there is 1 li- 
gation to conti! the 
1doption STATI 
I cannot “ado { 
but want to help by giving Gift 
Gif ire 


me 


VIRGINIA 


further 


deductible 
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information 
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largest Italian companies resulted in 
the following percentages: CGIL 
(Communists and _ fellow-traveling 
Nenni Socialists), 65 per cent; CISL 
(Catholics), 21 per cent; UIL (Social 
Democrats, Republicans), 5 per cent. 

By taking only 800 of the largest 
plants—that is, the ones in which the 
UIL, with its modest organizational 
forces, has succeeded in making it- 
self felt-the results vary considerably 
in its favor: CGIL, 52 per cent; CISL, 
19 per cent; UIL, 26 per cent. 

As for the independent action car- 
ried out by the CISL, Signor Pastore 
boasts of having prevented a general 
wage rise in 1951, but that seems to 
me to be odd behavior for a trade 
union, as well as the strongest con- 
firmation of my criticisms. The eco- 
nomic situation did not allow of a 
policy of deflation; the CISL’s position 
was thus in effect not only contrary 
to the interest of the workers but also 
to the general interest of the country, 
which called for economic expansion 
through a maximum increase in pur- 
chasing power. Prices did not fall. . . . 

The elections in March of this year 
at the largest Italian automobile plant 
confirm the fact that the CISL is at an 
impasse. 

1954 
CGIL 33,173 (65% ) 
CISL 5,449 (10% ) 
UIL 5,890 (11%) 


1953 
32.896 (63% 
11,864 (23% 

5,803 (11% ) 

In the 1954 elections, a new slate 
of independent candidates received 
7,800 votes (15 per cent). 


Milan, Italy ApRIANO OLIVETTI 
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WANT A REST 
ON A FARM? 
fooklet ““‘W” describes 180 inspected vaca- 
tion farms. Easy travel distance from New 
York City. Rates $30 week up. Children 
less. Relaxed fun, good farm cooking. Send 
25¢ to FARM VACATIONS and HOLI- 
DAYS, 500 Fifth Ave., New York 36, N. Y. 
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The Iron Curtain has many faces. 


Poles and Hungarians look 
across a No-Man’s Land of alarm 
systems, booby traps, and armed 
guards .. . the Czech sees a wood- 
land stream with forest chopped 
naked to accommodate watch 
towers and Communist-manned 
machine guns ... the Romanian 
gazes downa quiet valley where the 
flowers have been replaced with 
electric barbed wire and the secret 
police tramp all day. 


Few captive voices reach out- 
side this armed wall, but many 
powerful voices from the Free 
world are reaching inside it con- 
stantly. 

Radio Free Europe is bringing 
new hope and courage daily to 
these Red-controlled millions who 
are our first line of defense against 
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_their restless satellite peoples. As 


what is the 


Iron Curtain 
anyway? 


It is Communism’s “wall” against the 
healthy atmosphere of honesty that 
free men breathe. It is Communism’s 
cruel and inevitably futile 

attempt to seal off 70,000,000 enslaved 
people from TRUTH that can set 


them free. 
Soviet aggression. send your ““Truth-Dollar” to Cru- 
RFE, broadcasting in the Ilan- sade for Freedom, c/o your local 
guage of these people through postmaster. 





their native exiles, is melting the 
Iron Curtain with Truth—while 
the Red bosses work feverishly to 
‘jam’ RFE programs and calm 


long as RFE keeps the Reds work- 
ing overtime in their own vulnerable 
‘back yard’— Moscow will hesitate 
to risk a third World War. 

One dollar is needed from every 
American to insure that Moscow 
won’t take that risk. 

Your ““Truth-Dollar” will work, 
as no dollar ever worked, for an 
independent American enterprise 
—Radio Free Europe—which is 
supported and operated by private 
citizens like vourself. In this strategic area, a Communist 


ak : . 7 police state controls the destinies of 
To support Radio Free Europe, 70,000,000 people 














RADIO FREE EUROPE supported by CRUSADE FOR FREEDOM 
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LETTER FROM THE PUBLISHER 





Dear Reader: 

On page 38 of this issue, you'll find the sec- 
ond monthly column by Franz Pick, who is 
probably the world’s greatest currency expert 
in this age of currency restrictions and con- 
fusion. 

Dr. Pick is the man who predicted the de- 
valuation of the US dollar after reading Frank- 
lin Roosevelt's First Inaugural Address; he 
predicted the 1929 Wall Street crash, the 1931 
devaluation of the British pound, and its re- 
cent return to strength. As an expert in in- 
ternational financial problems his advice is so 
highly regarded that his fee for private con- 
sultation is $75 per half hour, and his own 
newsletter, Pick’s World Currency Reports, 
sells for $240 per year. Its 500 subscribers in- 
clude the finance ministries and central banks 
of 55 countries, including the USSR, and Vati- 
can City. 

Franz Pick was born in Bohemia and re- 
ceived his education at the universities of 
Leipzig and Hamburg. In 1922, he settled in 
Paris as consulting economist and currency ex 
pert for European banks and industrial firms. 
In 1939, he volunteered for the Czech Army 
and was put in charge of supplying funds to 
Czech resistanct He was identified 
by the Germans, and in May 1940 the official 
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German radio broadcast: “The agent has been 
found out. It is Dr. Franz Pick of Boemisch- 
Leipa. This fine gentleman has signed his own 
death warrant.” 

Forewarned, Dr. Pick and his Chicago-born 
wife left Paris five days before the Germans 
entered, and a month later landed in New 
York. He could read, speak and write four 
languages, but English was not one of them. 
Within two years, however, with some trans- 
lator’s help from Mrs. Pick, he was writing 
articles for Barron's. Today, he is quoted so 
often in newspapers and financial magazines 
that he has had to cancel his clipping service 
-it became too expensive! 

Dr. Pick’s information is gathered from offi- 
cial government statements, from careful anal- 
ysis and between-the-lines interpretation, and 
from private correspondents scattered clear 
around the globe. These include businessmen, 
bank officers, civil servants, brokers, who write 
him once a week by air mail. And whenever 
he needs a fact or a figure immediately, a trans- 
atlantic cablegram or phone call produces it. 
For Iron Curtain information, Pick relies on 
the personnel of foreign airlines which touch 
both there and in New York. 

In his column in WORLD, Franz Pick gives 
you the kind of information you must have if 
you are doing business or investing money 
abroad—or even thinking of doing so. Because 
every day you will come up against foreign 
currency problems and restrictions, it is essen- 
tial to know the most favorable exchange rates 
and where to get them. 

Dr. Pick is one of the very, very few people 
anywhere who can reliably guide you through 
the pitfall-studded but also profit-laden maze 
of international currencies. His column is one 
of the reasons WORLD is “the clearest, most 
practical guide to business abroad.” 

Sincerely, 


Kin S Bebe 


World 
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From failure in Indo-China we must learn 


HOW 10 AVOID 
DISASTER IN ASIA 


HY do we always seem to ar 

WV rive in Asia too late and with 
too little, at a time when the price of 
success is a terrible military conflict? 
Perhaps the major reason is our very 
preoccupation with a military policy 
in Asia and our obstinate neglect of 
the political and economic forces 
which bring on the wars. 

Even without the benefit of 20-20 
hindsight, the current crisis in Indo- 
China was easily predictable. In Au- 
gust 1952, in Indo-China’s steaming 
capital, Saigon, I was told that unless 
bold political measures were taken, 
disaster was only a matter of time. 

General Chassin, commander of the 
French air force in Indo-China at the 
time of my visit, noted that, for the 
Communists, “political action always 
precedes military action,” and that 
they place “first priority on winning 
the support of the people.” For the 


French to win, he said, they too had 





Royal guards flank way into Laos 
temple for visiting French officers. 
Loyal to their king, Laotians have thus 
far ignored Communist appeals, 
but other Indo-Chinese demand more 
modern 


symbols of independence 
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By CHESTER BOWLES 


Former US Ambassador to India 


to recognize that the war “is largely 
a political problem.” 

What are the 
of Indo-China? One is a common d 
Asia: the peo 


at whatever « 


“politic il problems 


nominator for most of 
ple are determined 
to end colonialism. As long as the 
great majority of the people of Viet 
nam remain unconvinced that this is 
a war for their own freedom, thev will 
Ho Chi Minh’s Communists 


and large numbers of them will act 


support 
as Ho’s underground agents in thou 


sands of towns and villages. Every 
anti-Communist leader with whom | 
talked in 


clear, 
that Vietnam is free 


Indo-China agreed that a 


ringing, convincing declaration 


really free—is 


the essential first step to success fo 


the French Union forces and their un 


certain Vietnamese allies. 


Yet the fighting was allowed to cor 
tinue for eight long years without the 


necessary declaration Concessions t 


nationalism were made 


to be sure, but alwavs under 


Vietnamese 
pressurt 
usually with poor grace | inevitab] 
too late 

Year after vear the Fre 
troops fought valiantly 
torgotten 


ilmost struggl 


their great sacrifices 


the tide as long as French leadership 


failed to face up to the tough reali- 


‘ 


ies of present-day Asian nationalism, 


which is determined to root out “white 
mperialism” lock, stock and barrel 


The French missed the boat—and 
lid 


so did we. Instead of cognizing 
) 


learly the implications of the ex 


plosive new Asian revolution, we tem 


porized. We told ourselves that the 


“French were doing all they could 


' 
ind assumed that another billion dol 


] 


, 1 
irs Or sO in machine guns, tanks and 


planes would tip the scales 


t I 
We were wrong, and now we are 
Sooner Or late r we 


in even greater trouble unless we come 


] 


in trouble will be 


tr mor 


I pressures and prob 
ill of them are 


. @ . 
ind several might easily plunge 


boiling to a 


into a ohastly itomic 


time, while 


} 
to de Velop al 


meet these crises 


hey build 
mmas. Such 


ifficiently tuned 








Me HOW TO AVOID DISASTER IN ASA © 22 RS TS 


“We must ride the wave of revolution, 


, 1 
icting 1n last-minute desperation to the 


} 


moves of our Communist adversaries. 


} 


Che first thing we must do is to put 


aside for a moment today’s sobering 


} . 
he adlinge s ind examine ti Asian situ 


hal L } 1 
ation as a whole. If we look back over 


the distance we have traveled since 
World War II we can find many solid 
iccomplishments 

To America’s credit: 

We made a good General 
Mac Arthur's intelligent il | humane 
treatment of Japan Not only did we 
leave Japan with a democratic Con 
stitution but with more successful, 


far-reaching land reform than has s 


carried ut anywhere els« 
n the world. The Jay 


with whom 


far been 


nese pe asants 
= 
I have talked will neve 


1 


forget that we did tl 


When we gave the Philippines in 
ri 
1 ! 
dependence as we ad promised, we 


gave Asia hope that we would be true 


to our ino-coionia T1igi1ns ind act 


in harmony with the song of freedom 


on the lips of all young Asians. As 
a result I found that the United States 
was more popular the Philippines 
than anywhere els« Asia 

When, after some false starts, wi 
finally supported the Indonesians it 
their fight against the restoration of 


Dutch rule, we reinforced their tra 
ditional good will for us 

The fact that the British quit Indi 
Pakistan, 
dignity and finality helped also to 


West a 


boost in its relations with the billion 


Burma, and Ceylon with 


Vive the fresh and hopeful 


people who live in Asia. 
When President Truman proposed 
Point Four in 1949 we struck a spark 


Or more 


ot hope which soon kindled a thou- 
sand local fires for democracy as con- 


structive projects of technical assist 


ince gradually be gan tot ike shape in 
a dozen Asian nations 

When South Korea was invaded in 
June 1950, President Truman took the 
bold decision to resist the Communist 
armies, and the wise decision to trans 


‘ : 
form the resistance into a collective 


under the United Nations 


| 


f eTnse 
These are no small accomplishments 
for a nation that is barely one decade 
ut f isolationism 


But the full 


challenge of 


dimensions of the 
Asia 
dwarf our progress. In this same dec- 
one-fifth of the 
world’s people, has been taken over 


modern dynamic 


ade, China, with 
by communism. In the remaining two- 
thirds of Asia there is little evidence 
that we have yet learned to cope with 
either communism or the rising tide 
revolution 
the Com- 
unist parties shut up shop tomorrow. 
General George Marshall gave us 
in overall key to Asian p licy in 1947 
when on his return from Asia he told 
Honolulu that he no 

longer had any doubt “that we are in 
the middle of a world 
and I don’t m« communism.” It 
“of the lit- 


world” who 


yf Asian nationalism and 


which would exist even if 


in audience in 
revolution— 
was, instead, a revolution 
tle people all over the 
were beginning “to learn what there 
is in life and to learn what they are 
missing.” “The Communists,” General 


Marshall like 


riders here in Hawaii; they're just 


said, “are your surf 


moving in on the crest of a wave.” 


Red fifth column: ideas 


Our Army, Navy, and Air Force add 
up to the most powerful military force 
in the world, capable of dealing ef 
ill-out 


But in Asia we have 


fectively with open, aggres- 


sion anywhere. 
not yet learned how to use our power 
to help meet the problem of subver- 
, Communist revolution, or even 


S101 


the possibility of Communist election 
We have failed thus far to 
understand that the Communists, like 
I. E. Lawrence’s Arabs in World War 
I, advance not with military banners, 


successes 


but as “an influence, an idea, a thing 
intangible, invulnerable, without front 
or back, drifting about like a gas.” To 
rely on military force alone to com 


bat an idea as formidable and 


well 
organized as communism is like trying 
to eat soup with a knife. 

If we are to win the confidence and 
friendship of Asia, we must learn how 
to ride the wave of revolution, anti- 
colonialism and change more effec- 
tively than the Communists do. It will 
not be easy 

If the dynamism of modern Asia 


were as simple as our own freedom 


struggle of 1776, then we could easily 
help show Asians the way to true 
independence. If it were limited to 
the pioneering and development char- 
acteristic of our own nineteenth cen- 
tury, that also would be relatively sim- 
ple, for the frontier is in our blood 
and construction is our specialty. If 
it were only the need for reforms and 
the relief of misery, as in our depres- 
sion years, then we could go to work 
on the problem with confidence. 

But modern Asia is a complex of 
these three forces rolled into one. An 
adequate American policy must be 
based on a sensitive understanding of 
all of them, and there is no time for 
the steady generation-to-generation 
progress that we enjoyed. The impa- 
tient people of Asia, who now know 
that rapid progress is possible, will 
not permit a slower tempo, and the 
Communists will leave us no leeway. 
Nor will one diplomatic master key 
open the door to each of the sharply 
different situations which confront us 
in the far-flung corners of Asia, for 
Asia is divided into at least five clearly 
lefinable political areas: 


> The explosive, threatening Asia of 
Communist China. 

& The Asia 
the West are at war with each other, 
as in Indo-China, and to a lesser extent 
in Malaya. 

® The Asia openly allied with us— 
South Korea, Formosa, Thailand, and 
the Philippines. 


where communism and 


® The Asia of the current cold-war 
question marks—Japan and Pakistan. 


> The Asia of neutralism, or the Third 
Camp—India, Ceylon, 
Indonesia, with much of the Middle 
East thrown in for good measure. 


Burma, and 


This is not the occasion to deal 
with our present rigid policy toward 
China. Let me merely suggest that any 
policy which assumes that an enduring 
association between China and Russia 
is inevitable is bankrupt and negative, 
and that any policy which assumes that 
Communist China is less dangerous 
than Russia is naive. 

Certainly communism in China is 
on the spot, for all Asia is watching 
to see whether repeated Communist 
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anti-colonialism and change” 


promises of rapid economic develop 
ment and industrialization are made 
good. Since China starts with far few- 
er tools than did the Soviet Union, 
and with a far greater density of popu- 
lation, the difficulties will be enor- 
mous. Already the USSR is reported 
to be sending massive aid, but whether 
this will be enough, and what strains 
will develop, no one can say. 


Keeping “free Asia” free 


But, clearly, in the other fou 
“Asias” it is Western democracy which 
is on the spot. After the debacle in 
China, the world is watching to see 
what lessons we have learned and 
how we are going to apply these les- 
sons in the two-thirds of Asia that is 
still non-Communist. In Indo-China, 
which we have rightly described as 
the “key to Southeast Asia,” they have 
seen little to reassure them. 

South Korea, Formosa, Thailand, 
ind the Philippines are our military 
allies in Asia; naturally, we must de- 
fend them. If some Chinese Nation 
ilists on Formosa have a vested inter 
est in precipitating the third world 
war in order to return to the main 


land, we 


must be on guard against 
underwriting any such adventure. 
Our troubles with Syngman Rhee 
ilso clearly emphasize that some of 
our allies are with us primarily for 
heir own immediate purposes and 
in be counted on only when their 
purposes coincide with ours. For ex 
mple, Thailand’s long history has 
ween one of skillful and often sudden 
idjustment to the hard fact of cur- 
rent and nearby power. One episode in 


1 
; 


iis history was Thailand’s prompt 


} { 
1 


laration of war against the US in 
1941 at the insistence of Japan. 


The truth is that no Asian nation 


be considered secure, much less 
lependable ally, until its government 


s strong, popular and democrati: 
villing to tackle sound reforms. and 
vith a record of honest administra- 
We must be everlastingly alert t 
yurage such progress. 
[ was glad to see that some steps 
had been taken toward economic re 
torm on Formosa. If Chiang had cai 


ried out these same measures on the 


June 1954 


mainland he might still be ruling in 
Nanking. And I was glad to find that 
the people of the Philippines appre- 
ciated the Bell Report's insistence on 
reforms as a pre-condition for further 
US economic aid, Since then, they 
} 


have elected the reform candidate 


Magsaysay, as their President, and 


now there is hope that the Philippines 
may still become a show window of 
democracy in Asia 

But we can never afford to take 
these nations for granted. The as- 
surance of their governments that they 
are “on our side” does not mean that 
Asian bitterness against colonialism 
and a deep seated demand for eco 
nomic, social and political reforms does 
not prevail among their people. If 


these regimes fail to meet these com 


mon aspirations we may wake up one 


morning to read that, thanks to an 
overnight coup, a supposedly depend 
ible ally has disappeared into thit 
iir. Alliances based almost exclusively; 
mn military agreements 


be built on sand. 


may pl 


Japan’s “soft” economy 


This applies with partic ular force 
to those two major nations Japan 
Pakistan 
must be taken with a certain amount 
In Japan I felt that 
the people had by no means forgotten 
Hiroshima and Nagasaki. In disgust 


whose 


recent issul 


of friendly salt 


they had turned from war and 
General MacArthur’s request, the 
| 

had outlawed all future armaments 

their Constitution. Now when we ask 

‘ 

half the coun 
] 


In recent elections the 


them to rearm, nearly 
try disagrees 


anti-Communist Right Socialists and 


the partly pro-Communist Left S 
have heen the 


cialists 
South Asiar 


gainers, Thi 


Third ¢ ump col 
seems to be increasingly popular 


I 
I do not imply t Japan will 
i 


change her present urse, but ( 
say that Japan IS an uncertain 

tity with strong contradictions 

may soon come to the sur! 
matically The worst is the ecor 
dilemma of a vital industrial 

yt eighty nillior people who mu 
port to live ind \ ire complet 
ut off from their most logical s 





] } 


ot coal and 


iron in Communist China 
There are only three possible so 


ure likely to 


uppeal to our Congress or our tax- 


lutions, none of which 


payers. Japan will require a continued 
dole from us of close to $1 billion 
a year, or Japan must be freed from 
trade restrictions such as tariffs, o1 
the pressure to deal with the Commu 
nists will eventually prove irresistible 

Threatening clouds also darken the 
picture of our recent military agree 
ment with Pakistan. Whether or not 
it sounds reasonable to us, this move 
has frustrated and frightened the 360 
million people of India who remem 
ber vividly the bloody Hindu-Sikh 
Moslem riots of 1947. Most Indians 
genuinely believe that we intend this 


agreement to strengthen Pakistan in 


her dealings, not with the Soviet 
Union, but with India 
Who speaks for Pakistan? 

Nor has this arms agreement added 
to the security and stability of either 


Pakistan wr the Middle East Shortly 


} 


ifter it was announced, the t 


Pak Stal 
electior 
test in East Pakistan, which contains 


early 60 per cent of the country’s 


nu! tion and 1s separate 1 fh ym West 
. i 
Pakistan a t] ipital t f K 
ra hi bv |] 0) | os in tert 
tory The government « undidates wo 
yn > pe ent x the seat vhil 
r ppo t10 { t Fr . 
I 
uded a Communist group, vw 
S6 per ent. Loc issues dominate 
the campaign, but United Front lea 
ers who Vv Ss | ity ] tne I i 
Pakistan provincial government ha 
harply opposed the military pact 
I Pi I 
I do not k } ict vill hye 
cted Alth ug! oirt e may ) 
ticized, it is seldom returned. B 
k nust face tl realit 
t 
t sit Prime Minist M 
ed Ali of Pakistar leader 
tstand eten itegrit 
yl } Ket ders ig of 
vorld thi | eop Paki 
i rKing Na l l ler 
' the ‘ ) t 
Asia a ( ld. With I 
kist l pla 1 le rol 
( tinued on pa 
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By B. H. LIDDELL HART 


HE most urgent and fundamental 

issue on which we of the West 
must clarify our minds now is the 
“New Look” military policy. This vital 
question is close coupled with the ad- 
vent of the hydrogen bomb. 

Just before Christmas it was an 
nounced that a new US military pro 
gram, with a new strategic line, was 
emerging at the Pentagon and had re 
ceived preliminary ipprov il. 


First accounts put the emphasis on 


I 
economic advantages. By 1957, man 
power in the US armed forces would 
be reduced, it was hoped, from 3,450, 
000 to 2,815,000—1 ughhy 18 per cent. 
In the Army the reduction would be 
30 per cent. The saving in money 
villion annually 


would be from $4-$6 


Economy ymbined with 


1 
efficiency. The Arn vould still have 
] ] 
twenty divisions. but be streamlined 
1 : 
So would the Navy. The Air Force 
vould be give rj nd actual] 
ncre S d In p if ] strencot 
The general ti I ( ew pro 
¥ A ‘ 7 
Cram mm ie Sens ne not nental 
1 | 
ustom-boun s explored th 
1 
rganizat 1 of heht rorces } ywS 
1 
the Wa they il tend to ac n 
late superfluous f lent 
ts op for slin ) nodeling 
But in January the voli was 
ven a mre ques )] look vher 
, 
secretary Dulles tt savine that 

' ’ 3 
Ca defe 1Sé ist ) y nt ‘ ] , 

rurthe deter? { LSST\ ré 

] y 

ta if \ we ( ew DY 
[ 
} ] 
\ S 1 Da S to pen 
I 
, 

primaf4l ) t » re 
] ’ 

tahate nea " } 

hoosi 

, 
Phe t , Mar +} 

‘ , 

New Look 1 dly , 
us in Europe | ( ’ 
rted Vice Pres nt Nix it 
rent: “Wi ' statin, 
, 5 

( Rather t Communist 

n bble us t de » lirtl vars. we 
' , 

\ ré , ; — 

retali tory 
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Massive retaliation against Red aggressions by B-52 atomic-bombing 
planes has already been rendered obsolete by the H-bomb, says Liddell Hart. 
So awful has all-out nuclear war become that US cannot risk touching it off. 


. | 
That, all too obviously, was a threat 


of strategic bombing with the new 
weapons of “mass destruction.” 


sounded all the 
followed 


The declaration 


ominous because it 


. , 
closely the explosion of t 


Mare h : The pho- 


mb at Bikini 
appalling even 


ne hvdrogen 


tog! iphs were more 
than the statement of the chairman 
of the US Atomic 
Admiral 


( yuld aestroyv inv Cl 


Energy Commission 


H bomb 


Strauss, that one 


+, 


The political shock-wave 


| m een ped that the 
I 
| 1 
explosion " nNnporess the rulers in 
. ' ' <<] , % 
the Kremlin, but its “backblast” was 


na more measurable 


America’s 


“satellite” 
countries, so much closer to Russia 
pombping torce were 

at seven months 
lier—in August, 1953—the 
had produced some kind of H-bomb 
explosion. Wash ngton’s new “Bikini 
] stark naked 


Dulles has since been ke pt 


Russians 


suit” left them feeling 


yusy trying to soften the impression 
At a press conference on March 16, he 
referred t his January speech “In 

place did I say we would retaliate 
instantly ilthoug! ve might indeed 


retaliate instantly under conditions 


that call for that. The essential thing 
is to have the capacity to retaliate in- 
stantly. It is lack of that capacity 
which in my opinion accounted for 
such disasters as Pearl Harbor.” 

He was on the proverbial “horns of 
i dilemma” between desire to reassure 
America’s satellites, and desire not to 
reassure Russia and her satellites that 
they could, with impunity, indulge in 
further “Korean-type” aggression. 

But his reference to Pearl Harbor 
had no real relevance to the problem 
of “little wars.” And any comforting 
effect was damped by his subsequent 
assertion that the capacity for massive 
ind instant retaliation means that “the 
deterrent power of that is sufficient so 
that you do not need to have local de- 
fense all around the 20,000-mile 
perimeter of the orbit of the Soviet 
world.” 

If it was not bluff, this meant that 
the US government was now contem 
plating the employment of “massive 
retaliation” as an answer to Korean 
type aggression. 

A significant addendum to these 
statements was the report from Wash 
ington that The 
published on March 21, which stated 
that Mr. Dulles’ conception is actu- 
lv “one which was worked out by 
the British Chiefs of Staff in the spring 
of 1952, and first presented to the 
American Joint Chiefs of Staff under 
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Our strongest weapon against 
the Reds is too dangerous to use 


ate date would have been April First. 

For. ironically, those whom the H 
bomb was designed to protect at once 
showed immensely increased anxiety. 
The H-bomb might be regarded as 
that hasty 


which, to the states 


retribution for Hiroshima 
“trigger release” 
men responsible, looked like such an 
easy way to assure victory and subs« 
quent world peace 

Thev did not look beyond the im 
mediate strategic aim of “winning the 
var.” While strategy runs contrary t 
morality, being concerned only with 
the application of force and decep 
it requires a fat 


Since 


vith morality 


sighted regard for the ultimate peace 


Flexible defense by a variety of new and old techniques, like this Indo-Chi 
nese elephant patrol which guards su ampy jungles against guerrillas, has 


low al 


become only answer to Communists’ neu 


the Chairmanship of General Bradley 
in June of that year by Marshal of the 
Royal Air Force Sir John Slessor with 
out being accepted. 

“When the new Chiefs of Staff, un 
der the chairmanship of Admiral Rad 
ford, took office last August they rea 


the working papers and accepted the 


conclusions and recommendations of 
their British colleagues.” 

According to other sources in Wash 
ington, the change was largely due to 
President Eisenhower's advent to pow 
er and Mr. Churchill’s return to office. 
The new heads of the 
British 


tremely 


American and 
both ex 
their 


budgets, and eagerly embraced a the 


governments were 


anxious to reduce 


ry that seemed to promise security 
ilong with saving money. 

claimed that Mr. 
to the idea 
February USA 
Combat Forces Journal Lloyd Norman 
says: After an Air 
the 


Indeed, it is 
( hurchill Was Won Over! 
even earlier. In the 
Force briefing at 
Pentagon on the atumic counter 
Strategic Ai 
Churchill became a total 


ttensive power! ot the 


( ommand 
convert to atomic airpower,” citing an 
iccount in the 
ie Air War ( 
When the 


Ouarte rly Review of 
lege 
Korean War came to a 


stop the urge to economize was re 


+} 


vs home This combination of 


pressures, together with a natural de 


i 
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the public call to “bring 


strategy of 


“Victory” becomes defeat 
infiltration 


The H bomb in ikes nonsense of the 


tion, grand strategy tends to coincide 





sire to gain credit for the new ad pursuit of “victory” in a “total war 
ministration impelled the product mn Both terms now become totally ab 
of a military policy that would look surd. Anvone who now dreams 
new ks otf vinning the var ir W 
In reality, it was little more than a should come. is worse than absurd 
reversion to the earlier policy of 1 menace to his country and to 
ing on the atomic bomb as a deter it umanity 
tO aggression, a vhich wv Warfare as conceived and condi 
proved inadequate by the Korean t 1 from ¢ time of Napoleo 
f 1950 and had n supersed Clausewitz t hat of Hitl in 
I 
1 more tangible { n of protectiol Churchill has become obsolete 
US land, sea in t cal air fores Churchill mes , this tor 
But the heavv expense of providin yrracket because | more than an\ 
such a protecting presence I t else. emboc eX] ssed the ” 
scene revived the lea of fin g lief that oun ] iS Id be solve 
improved “containment” at low¢ 1D t 
Its pattern was an attempt to recor His final volume on tl 
cile three different « meept tled Tr nd «I edy t 
& A quick knock-out punch even more hitting t ; 
i : 
delivery of atomic bombs in the heart vare r SU rt 
ol Russia. l Val I 
' ] f lit t 
e ( ounter iSlO | R S ; ; 
Lt cf f Ce; 
vastly larger forces throug! ag ; F . 
uise¢ mn the battlefront rt ‘ 
, ( t Ri 
tactical atomic bombs id shells 
& “Containment vithout conf 
leploying sufficient strength on tl B. H. Liddell Hart, veteran Brit 
ground to provi le ! ttective det military lust. has been acknou 
it to aggressio1 d ter th iof f 
Intoxicatio vit ton | y US, Brit nd German gene 
nade this attempt fusion of i S} kin } the Russians, thi 
yatibl] ice iS look I ert f An / l Ivan Maisky com 
ymmforting illusio vas shatter mented: “\\ gard Liddell Hart 
the « itastr yn ] ion - HI the best milit j / ain in En lar 
ymb on March Ist ore 
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THE NEW LOOK continued 


pansion, and domination of Europe. 

Under present conditions the all-out 
pursuit of victory would be far worse 
than futile. Marshal Slessor, broadcast- 
ing on the revolution in strategy re 
sulting from the combination of air 
and atomic power, has himself re- 
cently declared: 

“I believe the first and most far 
reaching consequence of this revolu- 
tion is that total war as we have known 
it in the past forty years is a thing of 
the past. A world war in this day and 
age would be general suicide and the 
end of civilization as we know it.” 

In contrast to many still living in 
the past, he has thought his way half 
through the present problem—but only 
half through. For, strangely, he still 
regards the air-atomic combination as 
our trump card against aggression. 

But when it came to the point, 
would any responsible government 
dare to use the H-bomb as an answer 
to local, limited aggression? It would 
be a lunatic action to take the lead in 
bringing on world war with H-bombs, 
a war which the air chiefs themselves 


realize would mean “general suicide.” 


po- 


litico-military ideas and impulses ex- 


tends to and dominates the center of 


Se unless the “lunatic fringe” of 


government, it is unlikely that the H 
bomb would be used igainst a menace 
less certainly and 


] 
than itself. 


mmediately fatal 


Thus any threat to use it is either 


perilous folly or empty bluff—with a 
bh 


yomerang effect. Walter I ippmann 


points out that “it has become impos 
sible tor small or m Idle sized coun 
tries within easy reach of an aggresso1 
who is armed with atomic weapons t 
commit themselves to intervene in a 


world < 
Woria Wal 
Any further threats along the “Nixon 


} ”> 1 1 1 
line” would be the surest wav to break 
’ 1 1] 
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To the extent that the H-bomb re- 
duces the likelihood of full-scale war, 
it increases the possibilities of “limited 
war pursued by widespread local ag- 
gression. The enemy can exploit a va- 
riety of techniques, all designed to 
make headway while causing hesitancy 
about employing counteraction by H- 
bombs or A-bombs. 

The aggression might be at limited 
tempo, a gradual process of encroach- 
ment. It might be of limited depth but 
fast tempo—small bites quickly made, 
and as quickly followed by “offers” to 
negotiate. It might be of limited den- 
sity, infiltration by “particles” so small 
that they formed an intangible political 
vapor, 

A further drawback of the H-bomb 
is that, in effect, it may nullify the 
possibility of using the tactical atomic 
bombs and shells on which the Nato 
forces have recently come to rely as 
in offset to Russia's much larger army. 
It becomes more doubtful whether 
such small atomic weapons can be 
used defensively to stop advancing 
troops without setting off unlimited 
H-bomb devastation. 


Grounded by fear 


It also becomes very questionable 
whether we can continue to contem 
plate any air force action, with ordi 
nary high-explosive bombs, at any con- 
siderable distance behind an aggres- 
sors front. For if large aircraft were 
reported flying toward the interior it 
might all too easily be taken as a sig- 
nal that the H-bomb was on the way 

and thus precipitate the immediate 
dispatch of H-bombers from that side 
The policy of “capacity to retaliate 
instantly,” as defined by Mr. Dulles 
becomes a dangerously two-edged 
weapon 

These reflections and _ rejections 
point to the conclusion that the value 
f “strategic” bombing forces has 
largely disappeared except as a last 
resort, if Russia should initiate such 
action, Yet in “coming to our senses 
we face the highly uncomfortable fact 
that the abstention which sanity de 
mands entails the forfeit, or at least 
the very limited use, of our strongest 
card 

In sum, the levelopme nt of the H 
bomb has weakened our power of 
resistance to Communist aggression 
[his is a very grave matter 

For containment of the menace we 
| 


become more dependent on “con 


Ow 


ventional weapons.” That does not 
mean that we must fall back on con- 
ventional methods; it should be an 
incentive to develop new ones. 

We have moved into a new era of 
strategy very different from that as- 
sumed by the advocates of air-atomic 
power, the “revolutionaries” of the 
past era, The strategy now being de- 
veloped by our © ponents is inspired 
by the dual idea - f evading and ham- 
stringing superior air power. The more 
we develop the “massive” effect of the 
bombing weapon, the more favorable 
conditions become for this new “guer- 
rilla” strategy. 


Limit strategic airpower 


There is scope, and we might ef- 
fectively develop it, for a similar 
counter-strategy. Here one may note, 
in parenthesis, that to wipe out cities 
with H-bombs would be to destroy our 
potential “fifth column” assets. 

So long as Russia has the H-bomb, 
coupled with a strategic air force, we 
are bound to hold onto this suicidal 
weapon, too dangerous to drop in 
either sense, But the general pattern 
of the forces we require is almost the 
opposite of the “New Look.” 

“Capacity” to deliver the H-bomb 
does not depend on having the vast 
strategic air force which the bombing 
campaign of World War II required. 
Quality matters more than quantity. A 
relatively small number of super-per- 
formance aircraft would provide a 
stronger guarantee of reaching the 
target—if that became necessary. 

Recognition that the customary em- 
ployment of a strategic bombing force 
is now out of date is our most urgent 
requirement, For it would open the 
only possible way to increasing the 
the kind of forces we do require— 
land, sea, and tactical air—without 
an increase of expenditure beyond 
our economic capacity. 

Che problem of security can be 
solved without bankruptcy by some 
fresh expenditure of thought. There 
is much scope for tactical and tech 
nical development in the “locomobil 
ity” of our ground forces in foiling 
Communist guerrilla strategy. 

But our basic security needs art 
oolheadedness, patience, and capacity 
for “thinking” problems through. Our 
primary risks are indignation, exasper 


t 


tion. and hasty thinking—a triple 


’ combination that is all too liable t 


detonate a fatal explosion. 
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“HELP US! HELP US!’ CRIES A GUERRILLA VICTIM .. . .. . AS SHE THROWS HERSEL! 
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President Kuix Cortines.’ 


Mexico's Lonely Graft- 


‘by DECEMBER 1, 1952, when 
Adolfo Ruiz Cortines, a grave, 
shy-mannered man of sixty-one, be- 
came Mexico’s forty-eighth President, 
he said: “Everyone in this govern- 
ment is going to work . . . is going to 
be honest.” 

The inaugural crowd in the marble 
Palace of Fine Arts salted that pledge 
heavily with skepticism, for beside 
Ruiz Cortines sat shrewd, crowd- 
charming Miguel Aleman, the outgo- 
ing president. Under Aleman, a dec- 
ade unmatched for prosperity, public 
spending, and concomitant graft had 
reached its peak, and the crowd knew 
Ruiz as “Aleman’s man”—personally 
honest, it was said, but naive and 
tractable 
finally raised him to a key cabinet 


Aleman’s sponsorship had 


post, the Ministry of the Interior, 
where he served quietly and lived 
modestly while flashier colleagues 


made headlines and 


imass¢ d mysteri- 
ous fortunes. He was “The Unknown 
Minister,” i sober new tront behind 
which the old clique would carry on 
iS gaily as bef re, 

No more inaccurate political ap- 
praisal was ever made. Cortines’ words 
had hardly reached print when the 


quiet man began gravely setting off 


bombs under the log-jam of corrup- 
tion, privilege ind price-gouging that 
was shockir g the nation’s economy 
ind destroying its moral values 

Bomb one his list of key ap- 
pointments mtained not i single 
Aleman intimate 

Bomb two he ilted the lavish 


public works program until each proj 
I 

ec Was resurveyve 1 ind every peso 

irmarke 1 for 


, 
ral were saved some contractors 


were p secuted an thers fled into 
inkruptcy. Then he published his 
\ ertified ets—$34.000—and o1 
red ev Mex ficial to do 
taking and leaving office. His 
monthly “special expenses” check of 
$4000, a recent Presidential per 
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quisite, was returned with the com- 
ment: “An office-holder should live 
on his fixed salary.” (His is $1083 
a month.) Politely, he and his sec- 
ond wife declined some $50,000 worth 
of inaugural gifts, including five lux- 
ury automobiles. 

“This won't last,” the skeptics said. 
Then bomb three went off under busi- 
ness groups which, by political pay- 
offs, were monopolizing building sup- 
plies, transport lines, entertainment, 
fuels, basic foods and other fields. 
They lost their political arm when 
Ruiz fired their allies-in-office. A probe 
of shady franchise deals split the 
transport trust. While price ceilings 
were rigidly enforced, a federal 
agency imported food staples and sold 
them in competition with the price- 
gougers. Such measures, and threats 
of more, quickly cut food costs. 

The cleanup reached down to all 
levels. Mexico City dairymen, by brib- 
ing inspectors, had been selling un- 
told gallons of chalky water as milk, 
and butchers had profited by steady 
short-weighting. Suddenly _ strangers 
began dumping adulterated milk and 
checking scales; the whole inspection 


corps had been replaced. 


Exit the “Pistoleros” 


As police chief for the capital, Ruiz 
borrowed a trusted army man, Gen- 
eral Miguel Molinar, who quickly 
jailed a score of officers for bribery 
and, by wholesale firings and trans- 
fers, remade the force. Recently, 
claiming that crime had been cut in 
half, Molinar took reporters on a 
post-midnight survey that found every 
patrolman at his post. When his plain 


searched hundreds _ of 


clothesmen 
habitués of bars and dance halls, only 
two guns were found. The pistoleros 
Mexico Citv’s swarm of armed toughs 
had all but disappeared. 
Price-gouging had brought a sharp 


decline in tourist traffic, Mexico’s first 


source of dollar revenue. President 
Cortines gave Gustavo Ortiz Hernan, 
an energetic former newspaperman, 
powers to police prices and standards 
in hotels, resorts and the transportation 
field. Within a few months, tourist 
revenue figures began to climb. 

Ruiz Cortines clearly is nobody’s 
front man, Even the cynics now con- 
cede that he means what he says, and 
that, amazingly, he is a master at turn- 
ing his decisions into political profit. At 
each step of his morality campaign, 
the groans of the fast-money crowd 
have been drowned out by the cheers 
of little voters. Recently he doubled his 
popular support by pushing through 
a women’s suffrage amendment. 


The back road to power 


His every act has the deft touch of 
the political “old pro,” answering a 
question that grew with the first dizzy 
months of reform: If “The Unknown 
Minister” was not Aleman’s choice, 
how did he reach the presidency? 

Part of the explanation is biographi- 
cal. His father, a Veracruz customs 
agent, died during his infancy, and 
the frugality and industry of his de- 
vout, determined mother were the 
boy’s earliest lessons. Between her 
sacrifices and his own odd jobs, he 
continued to study until, at sixteen, he 
became a_ bookkeeper’s apprentice. 
In 1912, when. a treacherous reaction 
threatened Mexico’s nascent revolu- 
tion, he enlisted in its defense, but 
saw little combat. Leaders, spotting 
his gift for figures and analysis, made 
him a junior staff officer, and for, ten 
years, until he resigned as a major, 
he aided generals and politicos while 
quietly filing the intimate history of 
the violent era—causes, personalities, 
reasons for success and failure—in a 
card-index mind. 

Ambitious and often unqualified ex- 
ecutives found him invaluable as a 


confidential assistant. He became a 
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or 


career “No. 2 man,” a hard worker who 
modestly left the kudos to his superiors. 

When Miguel Aleman, manager of 
the successful Avila Camacho Presi- 
dential campaign of 1940, needed a 
treasurer-adviser, Ruiz accepted, The 
relationship went on from there. Ale- 
Minister of 
Ruiz his assistant, supported him for 


man, as Interior, made 
the governorship of Veracruz, then, as 
President, named him to the Interior 
post, the key to most internal govern- 
ment affairs. But it was an odd case 
of understanding without intimacy. 
Ruiz avoided Aleman’s gay con:pan- 
ions, and the President, twelve years 
his junior, always addressed him re- 
spectfully as “Don Adolfo.” 

In 1952 the all-powerful govern 
ment party, the Party of Revolutionary 
Insitutions, faced a quandary. The in 
boom that had 
Mexico was slowing down and its ac- 


dustrial transformed 
companying inflation was pinching 
painfully. Graft was an economic can- 
cer. Huge public works were half fin- 
ished, bills unpaid. A tide of public 
disgust was rising along with prices. 

The PRI, originally a dictator-driven 
steamroller, has held power for thirty 
years by becoming more and more 
responsive to public opinion, It need- 
ed a Presidential candidate who could 
command confidence and be accept- 
ible to both Left and Right. 

Ruiz Cortines’ impeccable thirty- 
year record of government service was 
the campaign ammunition the PRI 
needed, and he got 80 per cent of 
the vote. Since he had not sought 
the office, he had 
Like a veteran staff officer suddenly 


made no deals. 
shoved into top command, he took 
over with a free hand. 

His grasp of realities was quickly 
demonstrated. He recognized, for in 
stance, that the “bite”—standard Mexi- 
can euphemism for the solicited bribe 

was an economic problem. Since 
colonial days underpaid public serv- 
been tacitly 


ants had expected to 
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Spearhead of the revolution in Mexican political morality, mild-looking Ruiz 


Cortines arrives at the Texas border for a conference with Eisenhower 
eke out their incomes by gvrabbing Most of the yuntrv's ills stem from 
quick peso wherever they found it in era ol phenomen il, but unbalanced 
But with 250,000 such employees progress [wenty vears ago it was still 
pressed by rising living costs, modern i land of huge feudal estates and rud 
Mexico could no longer tolerate the mentary industries. Living conditions 
practice Policemen were paid $1.27 ind the death rate among its illiterate 
a day: officials powerful enough to majority were ippalling Revolution 
grant important favors got $136 a iry reforms d been written into law 
month. Ruiz, while slashing other ex yut the country, ravaged by the vio 
penses, has twice raised lower-level lence of revolution, lacked the vitality 
salaries by 10 per cent. His police wr the organization to put them into 
chief has announced a bonus plan tor ttect 
efficient officers Since 1934 three dissimilar Pres 

dents have guided a drastic chang: 
Corruption’s climate Lazaro ( ardenas t = the old Mexico 
ipart, turning the big estates into 

Ruiz knows that corruption will re ejidos—communal farms worked by the 
appear wherever watchfulness is re Indian peasants themselves with gov 
laxed. As recently iS April, when for ernment d and supervision He 1 
eign residents reported that they had tionalized basic industries. such a 
paid bribes to have their papers r petroleum. and backed a far-left lab 


ul 
) 
incessant strikes. But 


newed, 100 immigration inspectors movement 
were suspended until investigation lso built schools and effective publi 
could sift out the guilty ones. The health and social security systems 
President is determined to enforce the During World War II Avila 
new moral code while he attacks the ( icl S stabilize H mod 
gigantic problem of which the t fied the headlong agrarian revolution 
is but a small part. tempered Red influence on labor 
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government, and concentrated on pub 


lic works, public health, and a nation- 
wide literacy campaign. Most impor- 
tant, he maintained an industrial peace 


that pr duced fat wartime revenues 


’ 1 : 
both tor business ind the treasury 

' ' 

That set the stage tor the dynami 

: , 
Aleman to « nter I the role of the 
Great Builder. His net achievement 
cannot be gains ernment-built 
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Dictator Diaz ruled 
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1884-1910. opened 
Mexico to foreign de 


velopers exploiters 





Reformer Mad 
li l revolt agau 


D ] he came Pre $1 ungery peons 


dent; killed, 191 7 nl 


than three million people today, it is 
North America’s fastest growing city. 


Ruiz’s Mexico has an urban life and 


industrial machinery 


geared to the 
twentieth century, but the creaking 


ejidal system that should feed it is a 

deliberate throwback to the Indian 
society of 500 years ago. 

The ancient Aztecs held their lands 

n common, each family working a 

plot to supply its simple needs. Revo- 

j 


lutionary planners set out 


that idyllic picture with modern im 


to recreate 


provements, cutting a big estate into 


plots for, say, 1000 families. The gov 


ernment would hold title to the land 


but would also provide credit and 


nts to make it bloom 


xpert farm 


} 


Cardenas tried earnestly to execute 


the plan but it didn’t work out. The 
ups of qualified farm agents was 
mexistent, and it has not yet been 
level yped Lands that supported 


population could not 


ve needs of today’s millions 


Productive areas wert chopped into 


tiny parcels otten two und three 


I 
} } family 


icres—on Whoicn a yuld bare ly 


ubsist, and many ejidos were created 


1 dry or jungle regions where only 
o-scale ipital and scientific man 
ement nul Su ceed I I ills the 


7! 
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Revolutionary Zapata (seated at table, right) is paid $150,000 

evacuate Mexico City in 1915. Zapata led an army of land 
was most admirable of warlords, like Pancho Villa 
ged Mexico into civil war and near-anarchy, 1914-20 





planners did not plan for population 
growth. A peasant’s first son inherits 
ejidal rights; if he has four more sons, 
they must find another livelihood. 
Of 17,600 ejidos covering 55 per 
cent of Mexico’s arable land, fewer 
than 1000 produce efficiently, most 
barely provide subsistence, and many 





are nearly deserted. Hordes of dis 
illusioned peasants have sovght in- 
dustrial jobs or crossed the border, 
legally or illegally, to find work. 
Meanwhile, flourishing urban Mex- 
ico is being fed largely by the 45 per 


cent of farmland that is privately 





owned, and by costly imports. 


Tortillas first 


Ruiz Cortines’ herculean job is to i 
bring agriculture into balance with 
the new industry. He cannot aban 
don the ejido abruptly without creat 
ing chaos. But industrial prosperity, 
plus modern engineering and health 
techniques, offers a partial solution: 
the use of coastal lowlands, potentially 


rich, but unexploited until now be- 


cause of flood and health hazards. 
rhrough flood control and health pro- 
tection, millions of acres can be col- 


mized. This program has begun—and, 
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General Carranza fought his 
way to Presidency in 1914, 
enacted radical constitution, 
was ousted and killed, 1920. 

















significantly, the peasant colonist gets 
clear title to his land instead of status 
as a government tenant and political 
pawn. 
Whatever 
realizes that 
stimulating all 
private. After a year of economy, re 


reforms he plans, Ruiz 
the future depends on 
farming, ejidal and 
organization, and plugging treasury 
leaks, he announced for 1954 an all 
time record budget of $562 million 
with emphasis on roads, irrigation, 
electricity, rural schools and other ex 
penditures to benefit farms and _ vil- 
lages. A year or two ago such a figure 
would have evoked cynical and an 
guished howls. The calm optimism 
that greeted it instead was decisive 
evidence that the quiet man had 
scored his first goal. Mexico has faith 
that every peso will be spent in the 
public interest. 

To finance this program, the gov 
ernment has begun an intensive col- 
lection of income taxes, evaded in the 
past by thousands of the privileged 
Tariffs on luxury imports have been 
raised drastically and taxes on vital 
exports lowered. To curb the run 
away growth of Mexico City, and also 
produce more revenue, real estate 


tax valuations have been upped for 








Boss Calles ran Mexico for 


ten years, was exiled to 


US in 1935 by his front 
man, President Cardenas. 





Nationalist Cardenas, 
and pro-Indian, communalized 


big estates, seized foreign oil in 
holdings, but stabilized politics 


; ; 
the first time in many years, some 1000 


} 


per cent, and a 10 per cent tax has 


been levied on real estate sales 


Ruiz’s imperturbable view is that 
there is nothing wrong with Mexico 
that honesty diligence and intelligent 


use of available resources won't cure 
He is even converting many industrial 
ists to the view that their long-term 
profits will come from expanding the 
public employee's thin pay envelope 


and bringing the farm worker’s earn 


ings—which average about 50 cents 
a day—into line with those of union 
ized industrial labor, which range 
from $3 to $11 a day. 
Moderation begins at home 
Between rising at seven and bed 
it eleven, Ruiz puts in ten to twelve 
hours at his desk in the National Pal 


ice OI the Pre sidential residence His 


dominoes, long 


trom the 


simple recreatic 
walks in 
Veracruz beach of his boyhood. 

Politically, he makes it 


to improve the lot of the 


ms are 
occasl ynal swim 
cle il his 


prime aim 1S 


| I 

masses—in his own way. His Cabinet 
leliberately selected for divergent 
views, ranges from Left to Right, but 
he solves that roblem by meeting 


leftish 


1952, he 





j 
Promoter Aleman 
pansion which also fattened corrupt political machine. Here 
inds over Presidency to “respectable” allt 


Ruiz Cortines (left 


On only 


sepal itely with his ministers 


two formal occasions has the entire 

group gathered in one room 
Perhaps Ruiz’s greatest intangi 

under- 


isset is the growth of economic 


; 
standing and responsibility 
| 


In the first 


patriotic 
umong ordinary Mexicans 


years of the revolution the eman 
pated peon env isioned, demanded, and 
was promised pie-in-the-sky. The most 
“Poco 
trabajo—Mucho dinero—Pulque barato 
Viva Madero!” That is, “Little work 
a lot of money—cheap liquor 
live Madero!” 


Recently, Ruiz received officers of 


popular jingle of the time ran 


Li ne 


the powerful Oil Workers’ Union who 
were seeking new government favors. 
Gravely, he explained the economic 


position. “We can build a great and 


prosperous Mexico that will produce 


more wages and benefits for all,” he 
said. “But we can do it only by work 
You can win all that you want by 


simply producing more. 
In the end, the 


only agreed; they 


( hiefs not 


congratulated the 


union 


ichievements and 
difference 
] 


quiet man on his 


his unswerving policy. The 
between the revolutionary jingle anc 
this new spirit may be the most hope 


rul tactor 


in Ruiz’s calculations 


right) launched booming economic e) 


}] 


who surprised Mexico by real reforms 
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“I Love My 





Dazed, sobbing, shoeless, Mrs Evdokiya Petrov is dragged by two Russian 


bodyguards through a protesting crowd of refugees and Australians to the 


plan which is to take her back to the USSR. Later she asked for asylum. 
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usband!” 


CANBERRA 
SOBBING woman’s words, uttered 
A in mingled hope and terror in the 
Customs office of Australia’s Darwin 
airport last April, ended for the time 
being one of the most dramatic and 
significant defeats of Soviet espionage 
in the cold war. But they gave little 
indication of the human drama behind 
this amazing story—the decision of 
Vladimir Mikhailovitch Petrov, Third 
Secretary of the Soviet Embassy in 
Canberra, to tell Australian officials 
everything he knew as head of the 
Russian espionage system in their 
country. 

The story begins in Canberra in 
February 1951. In that hot month of 
the Australian summer, Petrov and his 
wife arrived, supposedly as routine 
replacements in the Soviet Embassy’s 
eighty-man staff—he as Third Secre- 
tary, she as a cipher clerk. 

The Petrovs proved to be an ex- 
ceptionally pleasant and sociable 
couple in a staff whose members were 
notably stiff-necked and reserved. Owl- 
ish of face and frequently smiling be- 
hind his heavy, horn-rimmed spec- 
tacles, Petrov was intelligent, amiable, 
and insatiably curious about every- 
thing he saw. His wife Evdokiya was 
in her middle twenties, a chic, blond, 
vivacious young woman with a most 
un-Soviet sense of fun. She spoke 
good English—a rather rare accom- 
plishment in a young Soviet diplo- 
matic wife—and came from a close- 
knit, middle-class: family to whom, 
despite her obvious love for her hus- 
band, she was strongly attached. She 
and Vladimir Mikhailovitch had been 
married just over a year. 

The Petrovs settled quickly into the 
pleasant life of Canberra. They rented 
a suburban home, entertained occa- 
sionally, attended all the Soviet offi- 
cial functions, and seemed glad to 
make a few Australian friends. In a 
precarious way they managed to main- 
tain relations with several families in 
the neighborhood, frequently joining 
them for picnics and, unlike the other 
Russians, openly attending movies, of 
which they both were fond. 

For a Third Secretary of the tightly 
disciplined Soviet Embassy, Petrov 
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enjoyed remarkable freedom. He trav- 
eled frequently and far—to Melbourne, 
Sydney and other Australian cities. 
These trips did not surprise the Aus- 
tralian authorities. Well- 
briefed by Britain’s famous M. I. 5 
office, they knew that Petrov was a 
Senior Captain in the MVD, the Soviet 
Secret Police, and a personal appointee 
of Lavrenti Beria. It was this link with 
the dreaded police chief of the Krem- 
lin that eventually brought Petrov’s 
life to a decisive turn. 

In December 1953, on a cold, dis- 
mal day, Beria and six of his most 


Security 


trusted supporters were shot by a 
Soviet firing squad as enemies of the 
Russian people and traitors to the re- 
gime. At that moment, Petrov’s death 
warrant was, in effect, signed and 
sealed. The next day, on the highway 
from Canberra to Sydney, on the oth- 
er side of the world, his car was found 
overturned and burning in a ditch. 
Australian authorities immediately put 
a cordon around it and refused to al- 
low news photographers to take pic- 
tures. When Petrov himself, white, 
bruised and shaken, showed up in 
Sydney a few hours later, it was clear 


that he was a haunted man. 


Picnics and swimming parties 


Outwardly, the Petrovs’ life did not 
change very much in the weeks that 
followed. He still performed his duties 
at the Embassy, but he seemed more 
than ever eager to make Australian 
friends. His wife began to shop in 
the Canberra stores instead of making 
her purchases through the Embassy 
commissary. They started walking 
their three dogs in Canberra’s public 
parks, and joined their friends in swim 
ming parties. Neighbors who before 
had seen little of the Petrovs were 
really getting to know them. 
Mikhailovitch took up 
some hobbies. He became a student of 


Vladimir 


Australian parliamentary procedure, 
spending long hours at sessions of 
Parliament, buttonholing House of 
ficials for interminable questions and 
borrowing books from the House li- 


brary. More and more he sought out 
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Shots in the Kremlin doomed a Soviet agent and his wife in far-off 
Australia. The inside story of the “Petrov Affair.” 


Australians, made cautious compli- 
ments on the Australian way of life 
and wistfully remarked that it was 
“so pleasant.” 

He also took up fishing and pho- 
tography. He became an avid seeker 
after trout in the clear, fast-running 
treams around Canberra; and he 
bought an expensive camera to pho- 
tograph his catches before throwing 
them back. He installed an elaborate 
ly outfitted darkroum in his home. 

But the most telling evidence of his 
search for the Australian way of life 
was his joining the “six o'clock rush” 
—that crowded hour between five 
o'clock, when offices close, and six 
o'clock, when the law makes the hotels 
shut their bars until the next morning. 
In those sixty minutes Australians 
flock to the bars to down as many 
beers as possible before the curtew. 
and the Soviet diplomat soon became a 
familiar figure in the crush, 

Quietly and carefully, without a 
word to Evdokiva, he was preparing 
to meet the fateful hour he knew 
would come: his recall to Russia. 

In mid-February the hour struck 
Nikolai 
Generalov, received orders that Third 
Secretary Vladimir Mikhailovitch Pe- 


trov was to return shortly to Moscow 


Petrov’s chief Ambassador 


for reassignment 


To avoid death—fish! 


What does a man do in such a case 
when he 1S ord red home and kn ws 
that going home means almost certain 
death? Petrov went fishing, oftener 
than ever—but not to catch fish. 

At secret meeting places along the 


cool banks of streams, hidden from 


sight by the tall gum trees and jungle 
undergrowth, he met with Australi 
Security officials and discussed the 


plans for his defection. 

At the end of March Evdokiva 
went on one of her frequent shopping 
expeditions to Sydney. Petrov, who 
was always indulgent to his wife’s un 
Soviet taste for finery, particular] 
wanted her to take this journey. It 
was time to arrange the final details 
of his flight He had just heard that 
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Petrov continued 


his replacement was arriving within 
a week; time was running out. 

When Evdokiya returned, Petrov 
was ready. He told her nothing of his 
plans; despite the fact that by all in- 
dications he and his wife were very 
much in love, he seemed ready to 
abandon her to her fate. On April 3, 
the couple started out by car for Syd 
ney, where Petrov was to meet his 
replacement. He never got there. 
Somewhere along the way he left 
Evdokiya and met the Australian 
Security Police, who immediately took 
him into hiding. With him, they also 
took over, in Prime Minister Gordon 
Menzies’ phrase, “literally hundreds 
of documents and files.” 

No one but Petrov knows how he 
managed to take away with him so 
much detailed information. Certainly 
many of the papers were filched singly 
in twos and threes over a period ot 
months; some were undoubtedly taken 
in one bold, brilliant coup just before 
he left for Sydney. But the news of 
his defection hit the Soviet Embassy 
like a bombshell. All codes were im 
mediately destroyed and warnings 
went out to all Australian operatives. 
Then the Ambassador cloaked himself 
and his entire staff in impenetrable 
silence. 

One reaction was immediate. Ev 
dokiva Petrov was picked up at her 
suburban home early n the morning 
of April 4, whisked to the Embassy 
and placed under guard in a locked 
room 

Neither the Soviet Embassy nor the 
Australian government made another 
Then, on April 
13, Prime Minister Menzies told Par 


liament that Petrov had been 


move for nine days 


granted 


isvlum, and news of the coup rocketed 


around the world 


Three weeks of despair 


Che rest is history; but to the known 
ts a few human details can be 
added. 


Evdokiya Petrov thought her hus 


«hl 


band was dead. Torn by grief and 
distraught by the belief that his death 
was somehow connected with traitor 
ous acts, she spent nearly three weeks 
locked in her Embassy prison room. 
Once, briefly, she was shown to the 
outside world: on Thursday, April 
14, Ambassador Generalov made pub 


lic his charge that Petrov had been 
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kidnapped by Security police and al- 
lowed reporters to see her for an in- 
stant. Weeping hysterically, she was 
brought into the room in the firm grip 
of one of the Embassy’s burly chauf- 
feur-guards, her anguish exhibited as 
proof of Generalov’s accusation, 

The next time reporters saw her 
was when she was dragged, dazed 
(possibly drugged), through a fren- 
zied crowd at the airport to the plane 
which was to carry her away. Over 
and over she moaned the words: “Ya 
ne chotchu yachatz domoi’—“I don’t 
want to go home.” But she did not say 
the words which would have released 
her from her nightmare: “I want to 
stay.” 

The regulations which govern the 
right of asylum are strict: Security of- 
ficers at the airport and on the plane 


had been warned that Evdokiya Petrov 
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Neue Zeitung, Berlit 
{ German newspaper comments on the 
happy ending to the Petrov Affair. 





was not eligible for asylum unless she 
requ sted it verbally of a responsible 
ficial 

It was on the plane, during the 
long 3000-mile flight to Darwin, that 
Evdokiva broke through for the first 
time to the outside world and found a 
Stewardess Joyce Bull. 
The plane was about an hour and 
a half out of Svdnev. Mrs. Petrov got 
up to go to the washroom. One of 
her guards, Colonel Karpinski, stalked 


down after her, then waited uncertain 


friend 


ly outside, It was Jovce’s chance, and 
she took it. 

Giving Karpinski an an used smile, 
she went into the washroom after Mrs 
Petrov, who, amid sobs, greeted her 
with the words: “I want my husband.” 

Jovce asked: “Do you want to stay?” 

Still sobbing, Evdokiya said: “Yes.” 

That was the first positive statement 
she had made about asylum. Joyce 
gave her some newspapers to read 
which proved that Vladimir Mikhailo- 


V itch was alive- not dead, as A mbassa- 


dor Generalov had emphatically in- 
formed Evdokiya only that morning 
before she left. : 

Mrs. Petrov then asked her if the 
plane landed at Melbourne, which now 
lav 1000 miles to the south. When 
Joyce answered that it did not, she 
burst into tears again and said: 

“Then it is all over. I can never 
escape; the guards have guns.” 

But it was not all over yet. The 
plane’s captain radioed ahead to Dar- 
win that Evdokiya Petrov had said 
she wanted to stay, and when the 
plane landed, after the all-night trip, 
the Australian government was ready 
to give her one more chance—and also 
to produce the proof that Vladimir 
Mikhailovitch was not dead. 

A phone call with her husband, over 
the violent protests of her guards, con- 
vinced Mrs. Petrov that he was alive; 
but suddenly she reversed herself and 
seemed unable to make up her mind. 
She spoke to him for three minutes, 
then hung up, weeping bitterly: “No, 
no, goodby .. . my family .. .” 


Once more: NO 


She was asked once more, by Regi- 
nald Leydin, Acting Administrator of 
the Northern Territory, if she wished 
asvlum. She shook her head. Her fear, 
her grief, her ties to her family, to 
Russia, seemed too strong. 

Leydin extended his hand. “Well, 
then,” he said, “I’m afraid there’s 
nothing more I can do. Goodby, Mrs. 
Petrov, and good luck.” He turned 
and walked away. 

Then, as though struck by a sudden 
thought, he came back, touched her 
on the arm and asked in a kindly tone: 
‘Would you like a short conversation 
with me in the office?” 

Something like hope flashed into 
Evdokiya Petrov’s eyes. “Yes, yes,” 
she gasped. “A short conversation.” 

Leydin took her into the office, and 
closed the doors and windows on her 


protesting guards. “Do you .” he 


began, 

She cut his question short. “Yes, 
ves,” the words tumbled out. “I want 
to stay. I love my husband.” 

Shortly after, the plane—Mrs, Pe- 
trov’s bodyguards aboard but empty- 
handed—took off. Evdokiya Petrov sat 
tearfully on the verandah of Govern- 
ment House, looking over the gardens 
brilliant wtih tropical flowers, repeat- 
ing again and again: “I love my hus- 
band. I love my husband.” 
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CAN THE 


WHITE MAN STAY IN 


AFRICA? 








“Africa, in the coming years, may prove an even 
greater threat to the peace of the world than 
Asia.” So warns Dr. Ralph Bunche, head of the 
UN Trusteeship Division, describing the drive 
for independence by colonial peoples which al- 
ready has rocked Africa with violence. As in 
Asia, the US eventually may be forced to take 
over the responsibilities of the colonial powers 


to defend Africa from communism. But in Af- 
rica there is still time to forestall disaster by the 
right mixture of boldness and wisdom in speed- 
ing economic and political development. The 
following close look at the problems of one co- 
lonial power, Britain, reveals the promise and 
the dangers in the black nationalism now push- 


ing Africa toward a new role in the free world. 





HERE is a tradition in the House 
that a Member 
should preface a speech by de- 


of Commons 


claring his personal interest, if any, in 
the subject under debate. I am an Eng 
lishman who, while I sat in Parlia- 
ment as an Independent, voted far 
more often with the Socialists than 
with the Conservatives; nevertheless 
I must declare my belief, so unpopu- 
United States, that the 
British colonial system has been on 
the whole benevolent and beneficial. 
ry as I may to write with objectivity 
and I shall try—I daresay that my 
prejudices in this respect will influ 
ence some of my remarks. 

Chis article will omit the Union of 
South Africa, since, as a Dominion, 
it is outside the control of London. 
But the dark prospect ahead of that 
beautiful country does, of course, in 


lar in the 


fluence racial relations in every Brit- 
ish possession in Africa. When in 1952 
I met Dr. Kwame Nkrumah, Prime 
Minister of the Gold Coast, a West 
African colony now moving swiftly 
toward self-government, he was far 
more eager to ask me questions about 
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South Africa than to 
about the Gold Coast. 

It is evident that the white nation- 
alism of South Africa’s Dr. Malan is 


helping Africans everywhere to over- 


answer mine 


come the divisions imposed by their 
700 different languages and different 
levels of The most im- 


Africa today is the 


civilization. 
portant fact in 
growth of a sense of community among 
the blacks. And the British, with the 
greatest variety of possessions, are the 
first victims of this “Africanism.” 
Indeed, they seem to be in full re 
treat before it. In the Gold Coast and 
Nigeria, where the white population 
a handful of officials and 


representatives, 


consists of 


business nationalist 


fever has so raised the temperatures of 
the African politicians that very seri 
ous racial troubles have been avoided 
only by British concessions which sug 
gest more weakness than wisdom. Brit 
Africa is called 
“creative imperial abdication,” a po 
lite way of expressing the Colonial 


ish policy in West 


} 


Office’s hope that, by promptly vield 


ing with fairly good grace to the in 


evitable, the white man may later be 


accepted by the black man as a friend 
and partner. 

In British there 
are substantial white settlements, the 


territories where 
situation is still more alarming for the 
For the d 


sire to esc ape trom London’s ap! mn 


British Commonwealth. 


strings is not confined to Africans. The 
white settlers of Kenya and the Rho 
desias resent interference by officials 
thousands of miles away, as did the 
British settlers in North America in 
the eighteenth century. 

Giving freedom to 250,000 white 
colonials, however, also means giving 
them a free hand with the millions of 
black territories 
Since past experience has led the Af 
ricans to believe that the Colonial Of 


fice is a more reliable guardian of Af 


Africans in these 


rican interests than their local white 
neighbors, the natural desire of the 
whites for independence almost ir 
evitably leads to clashes of race. 
Today the blunt truth is that, how 
ever sincerely the British government 
may desire to impose a policy of local 


black-white partnership, the white 


men who would be the partners can 
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AFRICA continued 


no longer be ordered to carry out that 
policy. They may still be cajoled into 
doing so; they cannot be compelled. 

So much for the general picture of 
Africa. What are the 
behind the 


blazoned in the headlines? 


unrest in British 
real reasons violence 

The answer is certainly not the one 
which some Americans and all Com- 
that the Af- 


means are the victims of unendurable 


munists claim to believe 


oppression, Sir Andrew Cohen, Gov- 
ernor of Uganda, would probably be 

Socialist if his position allowed him 
to play a part in politics. Sir Evelyn 
Baring, now Governor of Kenya, who, 
as High Commissioner of Bechuana- 
land, was responsible for the exile of 
Seretse Khama, is 


and most liberal minde d man No pre 


a quiet, studious 


vious governors have 
thing like the personal popularity 
Africans of Sir Arden Clark 
of the Gold Coast and Sir John Mac 
| vet both have had 


serious rioting to face. The 


enjoyed any- 
among 


yherson of Nigeria 
governors 
in other restless territories are not out- 
’ 


standing; neither are they reactionary. 


Trials of Adolescence 


The re 
troubles. One is 


seem to be two malin causes 


t the 1 normal sign 
called the 


ir to that which 


f growth; it might be 


“latchkey crisis,” simil 


recurs in every ordinary family when 


thinks he is old 


ive his own 


enough to 
: : : 

house key and the father 
thinks he is not. | time 


1 } 


when finally 


the son 
} 


life is 
uncomfortable at 


+] } } 
he tather gives wa\ ie chances are 
that neace 


| Much the 


thing is happening ind should hap 


is restored same 


pen thr yuughout the sritish Colonial 
Empire; the the British gov 
ernmen ialist or Conservative—is 
to shorter pel f crisis by 
itive impe rial 

worked 


Pakistan 


The policy Sec 


the case 


cordial than it was before the war. 
But these countries had many genera- 
tions of British rule, with very con- 
siderable participation by the native 
peoples in government and administra- 
tion. None of the former British ter- 
ritories in Asia is likely to reject Brit- 
ish forms of parliamentary or legal 
procedure, even though they are not 
always suitable to local conditions. The 
tragedy of Africa, on the other hand, 
is that nationalism has swept the con- 
tinent long before enough of its peo- 
ple have been equipped to run its 


emerging nations. 


Hodgepodge in Nigeria 


For closer analysis, let us take Ni- 
geria, the largest territory in the Brit- 
ish Colonial Empire (375,000 square 
miles) with the largest population 
(25 million) of any African country. 
Its frontiers are absurd, for in the 
days when the European powers were 
dividing Africa they were interested 
mainly in strips of coast; they left it 
to the coastal Africans to produce the 


slaves, ivory, etc., which made it 


all in such 
steamy, fever-ridden areas. 


worth while to trade at 

By claiming a choice “commercial 
frontage,” however, the colonial pow- 
er automatically acquired the land be- 
hind it, with no regard for the feelings 
of tribes which might, by this process, 
be cut in half. The occupation of the 
Nigerian hinterland was slow. It was 
not much more than fifty years ago 
that British troops entered Kano, the 
great Moslem slave market on the edge 
of the Sahara. They found a 
which was Arab 


more Mediterranean than 


town 
more than Negro, 
African. 
While the people of Nigeria were 
willing to accept British rule, the dif 
ference between North and South did 
matter, It is 


with the demand for self-government, 


not greatly only now, 
that nationalism and regionalism have 
come violently into conflict. 

If Nigeria is to become a nation, 
not only must the Ibos of the Eastern 


Region and the Yorubas of the West- 
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Fascinated by postwar Africa, he has visited all major 


British colonies, exploring several in his own Ford. Most 


recent of his twenty books is Struggle for Africa, which 
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ern Region get on with each other, but 
both of them must treat as their com- 
patriots these Moslems of the North, 
with whom their ancestors have been 
at war on and off throughout their his- 
tory and from whom they differ in race, 
religion and tradition more than an 
American differs from a Russian. The 
North has the patriarchal discipline 
imposed by the Moslem religion; the 
South, pagan or Christian, has next 
to none, for Christianity is too new. 

One might therefore expect the de- 
mand for independence to be muted, 
at least until a national patriotism had 
replaced regionalism. But this has not 
happened. Twice already disintegra- 
tion —dramatized by violent anti- 
Southern riots in Kano last year—has 
been prevented only by the breezy 
paternalism of Oliver Lyttelton, the 
most criticized Colonial Secretary 
Britain has known for decades, but 
also one of the most vigorous. Under 
his personal chairmanship, the 1951 
Constitution has modified to 
leave much more power to the re- 
gional governments, and less to the 
federal government, thus recognizing 
that Nigerian nationalism is still re- 
gional, or even tribal, in its appeal. 
But the demand for full self-govern- 


been 


ment in 1956 is still made. 

Nigerian politicians cannot forget 
that the nearby Gold Coast, with one- 
seventh of the population and one- 
quarter of the area, is nearer to self- 
government than they are. Since Dr. 
Nkrumah won this leading position 
for the Gold Coast by extremism, the 
extremists in Nigeria find enthusiastic 
support. In Lagos, the capital, the 
press is appallingly irresponsible. 


Who pays for freedom? 


More sober-minded Nigerians, how- 
ever, are beginning to realize that 
the success of the Gold Coast is due 
even more to the high price of its 
major export crop—cocoa—than to the 
political spellbinding of Dr. Nkrumah. 
Under the British Colonial and Wel- 
Act, Nigeria is 
benefiting to the tune of £55 million 


fare Development 
for a ten-year development program, 
£15.6 million for 
£17.6 million for 
ganyika. Moreover, at least £75 mil- 


compar2d with 
Kenya and Tan- 
lion in British and other overseas capi- 
tal has been invested in Nigeria. What 
hope of further social progress is there 
unless this stream of money continues 
to flow? And what hope is there that 
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Britains 7 Headaches in Africa 


DIVERSITY of inhabitants 
jeopardizes hasty British prom- 
ise (made under Egyptian pres- ~b: 


sure) of independence for the NATIVE KINGS oie in all- 
Sudan in three years. Few of black colonies like Uganda, 
the Moslem Northerners now have been convenient agents 
taking over are trained; can for Britain’s “indirect rule,” 
they be successful guardians now are becoming rallying 
points for black nationalism, 
impediments to modernization. 
Britain has had to undermine 
stability in Uganda by depos- 
ing a balky ruler, the Kabaka. 


of the much more primitive, 
pagan tribes of the South? 


FRENCH WEST AFRICA 
INDEPENDENCE is is coming 
soon to the Gold Coast. In : 
power, extremist politicians are Nee me BRITISH 
showing unexpected ability, y pene ae 
but prospect of the Common- — 
wealth’s first “black Domin- J 
ion” already raises issue of tie 
to Britain, angers South Africa, 
and excites ambitions of less 


ARMED REVOLT by the 
well-developed colonies. 


Mau Mau, which has claimed 
5000 lives since 1952, contin- 
ues. Underlying causes of 
black unrest—frustration, land 
hunger—must be eased by new 
balance between Kenya’s rul- 
ing elite of 42,000 whites and 
5.5 iillion blacks, further em- 
bittered by bloodshed. 





AFRICA 


NATIONALISM takes emo- SWAZILAND 


tional, anti-white forms in i os yr 
Nigeria, forcing British to with- onal omc Zoe sasuto.ano oa 
draw and hampering coopera- a 
tion—but fails to unify country 


for coming self-government. 
Rival politicians of Ibo, Yo- 
ruba tribes fight each other; 
both resent the Moslem North, — \ PARTNERSHIP between 
which is more pro-British. J 170,000 white settlers and 6 


million blacks is experiment 
sponsored by Britain in new, 
self-governing Central African 
Federation of the Rhodesias 
and Nyasaland. Blacks fear 
loss of London’s protection; 
whites resent pro-black consti- 
tutional guarantees, 


BACKWARDNESS of small 
or poor protectorates (Bechu- 
analand, Basutoland, Swazi- 
land) stymies progress. British 
paternal rule stagnates, since 
tribal organization is hard to 
modernize, pastoral economies 
can finance few improvements. 
South Africa surrounds them, 
wants to annex all three. 
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AFRICA continued 


the flow will, in fact, continue unless 
the capitalist feels fairly secure? 

The speed with which Dr. Nkrumah 
has learned this lesson is encouraging. 
When his party won the elections in 
1951, he was in prison serving a 
sentence for sedition. Although at 
times he still thinks of himself as the 
man who is to unite all the black men 
in Africa, he has become a responsible 
minister, conscious of the fact that 
the export duties on cocoa in 1954-5 
will account for nearly half the total 
revenue from .taxes. With additional 
help from the export of manganese, 
gold, timber, and diamonds, he has 
been able to treble the expenditure on 
education in four years. 

This close and obvious relationship 
between the British investor and the 
African school child is one reason to 
hope that Europeans and Africans will 
pass through the latchkey crisis fairly 
fast and amicably in West Africa, al- 





though a further strain may occur 
when the Gold Coast and Nigeria de- 
mand Dominion status. This is not 
granted by Britain; it requires the 
consent of the other Dominions, one 
of which is the Union of South Africa. 


“Whitest Africa” 


Far more serious than the latchkey 
crisis is the second major cause of 
Britain’s African difficulties: the white 


ld I settlers who have made Africa their 
Uneasy mixture of old Brit 


ish officials, new African lead 











ers, guides Niger toward 
self-rule. Nigerians are also a 
mixture wearing bou tt 
rear) is Azikiwe, US-educa 
ted Nationalist editor tur- 
haned Emir of Katsina (front 


’ 
owns a string of 











Home guard of loyal Kiku 
{us in Ke nua twat I, Brit 
] 


1 


ish constabulary demonstrate 


how to defend their village 
against the Mau Mau. The 
Kikuyu have suffered most 
from their extremist fellou 
tribesmen. also from counter 


] 
measures taken by the whites 





28 World 














E 
5 


— 


re ene 











home. The only other colonial power 
with a similar, though lesser, problem 
is France in North Africa. Even the 
Belgians, who have exploited their part 
of Africa more efficiently and with 
greater success than any other power, 
do net have to cope with a permanent 
white population in the Congo; their 
immense industrial concerns are run 
by men who will in due course retire 
to Belgium. But there are roughly 
12,000 Europeans in Kenya, 18,000 
in Tanganyika, 37,000 in Northern 
Rhodesia, and 136,000 in Southern 
Rhodesia. Though there are only some 
3,500 Europeans in Uganda and just 
over 4,000 in Nyasaland, the fear that 
their numbers may be _ increased 
federation with adjoining 
colonies has been the primary cause 
of African unrest there. 

It is important to remember what 
kind of men these white settlers are. 
The playboys who emigrated to Kenya 
after World War I have almost disap- 
peared, removed by boredom, unfor- 
tunate encounters with wild beasts, or 
cirrhosis of the liver. Their successors, 
for the most part, are skilled, hard- 
working farmers who produce almost 
all Kenya’s exports and most of its 
food. The policy they follow may not 
seem enlightened to people outside 


through 


Kenya, since they are men who have 


invested every cent they can raise in 
the country and are frightened of the 
future, but they would not have un- 





Mutesa Il, Kabaka (king) of major part of 
Uganda, inspects British-officered police. De- 
posed ina row with Britain, he is now exiled 
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dertaken this pioneer work unless they 
had rather more than normal courage 
and initiative. They have added great- 
ly to the wealth of the lands they have 


sought to develop and, unlike those of 


the great mining and plantation cor 
cerns, their gains, if any, have seldom 


1 
peen exp rte d. 


Men on the spot 


But are the qualities of courage and 
initiative enough? As African nation 
alism becomes more violent and dan 
gerous (viz., the Mau Mau) so does 
the resentment of the white settlers 
against the Colonial Office which de 
cides the line their local governments 

The 
Southern 


white settlers in 
Rhodesia, 


probably in Northern Rhodesia, are 


must follow. 


Kenya and and 
not very far from the stage when, de 
spite the immense affection for the 
they demon 
they 


openly revolt i London were to impose 


mother country which 


strated in the last war, would 
policies too favorable to Africans 
They know, as the average man in 


| 
} 


America or Britain does not know, the 
appalling depths of bestiality to which 
Mau Mau has driven a large part of 
the Kikuyu, the million-member ma 
jor tribe of Kenya. In such circum 
stances, although reason reminds the 
settlers that they are very dependent 
on help from home, passion urges them 


to take the law into their own hands 





At the same time the settlers’ po- 
litical attitude toward the Negroes has 
undergone a remarkable change. The 


South African Nationalist policy of 


“apartheid” has repelled more East 


and Central African whites than it has 
attracted. The Electors’ Union, politi 
cal voice of Kenya, used to be as re 
actionary a body as any in the Brit 


sh Commonwealth: 


very many of its 
members are now wholehearted sup 
porters of the liberal policy of Michael 
Blundell, leader of the elected white 
members of the Legislative Council. 

They have agreed to the recent re 
form whereby one African has been 
appointed to the Governor’s Execu 
tive Council—i.e., the Cabinet—with 
1ecess to every kind of secret docu- 
One 


plan to increase the number of Af 


ment. African minister, and a 
ricans and Indians in the Legislative 
Council, may not seem revolutionary 
the less remarkable that 


such proposals should be made at a 


it is none 


time when the emergency has so in 
flamed passions and suspicions and 
has revealed that even trusted serv 
ants have taken the Mau Mau oath 

In the Rhodesias, now linked with 
Nvasaland in the new, self-governing 
Central African 


hange in the white man’s attitude is 


Federation, the 


less sensational—mainly because the 
olor cleavage is not so deep. The 
Federation, both in the 


Colonial Office and on the 


nitiators of 


spot were 


“Go back to England!” shouts a Bechuana elder in tribal assembly, out 
raged that his young chief, Seretse Khama, has married a white girl. Under 
British orders, Seretse took his advice, but many tribesmen backed him 


























AFRI CA continued 


men who hoped it would check the 
northward spread of Malanism. In the 
early stages of negotiation this was a 
much more important factor than their 
fear of the southward spread of black 
nationalism. 


The “partners” win out 


This year the first Federal elections 
gave the relatively progressive Fed- 
eral party so great a victory over the 
Confederates, who, consciously or un- 
consciously, are inspired by Dr. Ma- 
lan, that native African opposition in 
Northern Rhodesia and Nyasaland has 
been rendered unimportant—for the 
time being at any rate. There would 
not have been so much opposition in 
the first place had London not in- 
structed the District Officers, upon 
whose advice the Africans are so de- 
pendent, to remain absolutely neutral. 
Their neutrality allowed the oppo- 
nents of Federation to spread exagger- 
ated fears of it. 

Of course, Federation will un- 
doubtedly place much more control 
in the hands of the white settlers, de- 
spite all the protective clauses the 
Colonial Office devised. But fear of it 
is unrealistic for two reasons. 

First, the British Parliament cannot 
carry out a partnership policy by proxy 

it is the settler in Rhodesia, not the 
Socialist in Westminster, who must 
be the white partner. What matters 
in the long run to the African is less 
what some Englishman thousands of 
miles away may say about the in- 
iquity of the color bar than how the 
Englishman who is his neighbor or 
his employer behaves about it. Soon- 
er or later he has to risk putting his 
trust in the white settler, and there 
are developments mentioned later) 
which suggest that the white man 
will be worthy of this trust. 

Second, Federation should lead to 
much more rapid economic develop- 
ment—and, even in South Africa, eco 
nomic progress is the surest way for 
the African to advance toward equal- 
ity of opportunity \t present, the 
white trade unions of Northern Rho- 
desia’s “Copper Belt” are the strong- 
est opponents of skilled African labor. 
But there, as in South Africa, the 
growth of industry calls more and 
more imperatively for skilled workers. 


Already one big Rhodesian miners’ 
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local has voted to end the color-bar in 
their contract which denies skilled jobs 
to blacks, though demanding equal 
pay for equal work. 

Now that Northern and Southern 
Rhodesia, on either shore of the Zam- 
bezi River, are part of the same fed- 
eration, the Kariba Gorge dam should 
become a realizable scheme, As with 
the harnessing of the Nile at Jinja, in 
Uganda, the economic boom attend- 
ant on large-scale power development 
will create all kinds of new social prob- 
lems, but also bring a sensational rise 
in the African standard of living. 

If African unrest can be cured by 
economic progress, Federation was 
probably necessary. Last year’s anti- 
Federation disturbances in Nyasaland 
were caused—above all—by the belief 
of some chiefs, cultivated by propa- 
ganda from abroad, that, if they kept 
out of a Federation with two coun- 
tries in which white men were fairly 
numerous, they would be able to turn 
their own country into an independent 
black state, like the Gold Coast. 

What they failed to remember was 
that the Gold Coast is on the verge 
of self-government only because it has 
exports badly needed by the rest of 
the world. Nyasaland can export very 
little except its surplus manpower, 
which, despite every obstacle, troops 
westward to the Copper Belt or south- 
ward to the gold mines of Johannes- 
burg. One of the first results of Fed- 
eration is to compel the two Rhodesias 
to supply funds for the development 
of their new and impoverished partner. 


Home-grown royalty 


Uganda resembles Nyasaland in that 
both countries have a history. Unlike 
most of black Africa, Uganda’s prin- 
cipal tribe, the Baganda, have pre- 
served tribal traditions and respect 
for their hereditary rulers. This has 
hitherto made British “indirect rule” 
an easy matter, since the machinery 
of government was already there. But 
the attraction of democratic slogans 
since the war has disturbed the peace 
even in this pleasant, easygoing coun- 
try. The basic reason for the dispute 
between the Kabaka, or king, of Bu- 
ganda, the most important of the four 
states which form the Uganda Protec- 
torate, and Sir Andrew Cohen, the 
Governor, was that the British were 
stronger supporters of African self- 
government than the Kabaka. 

The Governor wanted to strengthen 





the Legislative Council of the whole 
Protectorate by broadening its non- 
official membership. This reform 
would inevitably reduce the impor- 
tance of the Lukiko, the traditional 
assembly (and embryo Parliament) of 
Buganda. The Kabaka, supported by 
the all-black Lukiko, was reluctant 
to yield his autonomous power to the 
Legislative Council, even though the 
proportion of its African members was 
substantially increased, Sir Andrew’s 
reforms went through the first of the 
year, but at the price of deposing and 
exiling the Kabaka. 

Thus, in some parts of Africa the 
British are in difficulties because they 
have done too little to retain tribal 
traditions and disciplines; in others, 
their indirect rule through old-estab- 
lished kings or chiefs now makes them 
appear to support reaction against the 
revolutionary demands of youngsters 
whose college education has given 
them a hearty but unhealthy contempt 
for African traditions. 


“Muddling through” 


In these circumstances, one of the 
most apparent weaknesses of British 
rule today—the lack of a consistent 
policy enforced throughout Britain’s 
African territory—may be useful in the 
long run. Conditions differ so greatly 
in each territory that the only suc- 
cessful policy may be the untidy and 
unimpressive one of concessions here 
and there when bloodshed has _ be- 
come the only alternative. 

Such a policy, of course, can have 
no dignity unless there is some sim- 
ple, overriding principle at the back 
of it. And the only principle which 
may avert a long period of bloody 
suppression, followed by either the 
expulsion of the whites or the decima- 
tion of the blacks, seems to be that f 
partnership. 

The nature of partnership must also 
vary from country to country. In West 
Africa and Uganda it will largely 
amount to providing white capital and 
advice. In Kenya, Tanganyika and the 
Rhodesias it must somehow become 
the partnership of next-door neighbors. 
On the customary democratic basis of 
counting heads, this would be a dan- 
gerous absurdity at least for many 
generations to come, since the neigh- 
bors have such different standards of 
civilization. 

How, then, can that partnership be 

(Continued on page 69) 
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US popularity declined in both 
Great Britain and West Germany, con- 
sidered America’s most faithful allies, 
because of alleged American intransi- 
gence over Indo-China. 

India disliked the “air lift” ferrying 
French troops to the same area and 
resented US disapproval at her failure 
to cooperate. 

The Arab countries, as usual, as- 
sailed the US as pro-Zionist. 


LONDON 
Cecil F. Melville reports: 

The general British feeling that 
Secretary Dulles, under political pres- 
sure from home, tried unfairly to 
“pass the buck” to Great Britain on 
direct air intervention to support be- 
sieged Dienbienphu has caused a 
sharp drop in the Secretary’s—and 
general US—popularity. 

Even pro-US Foreign Office officials 
feel Dulles badly mishandled the situ- 
ation. A veteran diplomat said: 

“It was a blunder of the first order. 

“It was asking us to commit our- 
selves immediately—which we could 
do under British constitutional prac- 
tice—while the Eisenhower adminis- 
tration would have to go through the 
comparatively slow process of getting 
Congressional approval, which might 
not have been forthcoming. 


FAusT 


Wor ld Opinion Report: 


“To the man in the street, it looked 
like asking us to go out on a limb 
while Washington carefully held back. 

“Unfortunately, much as Mr, Dulles 
is respected and liked on the govern- 
ment level, he is now, to the average 
Briton, the ‘bull in the international 
China shop’—and the pun is deliberate 

“Certainly, he handed a propaganda 
issue to the Bevanites, neutralists, and 
other anti-Americans on a platter.” 

The Times, of London, commenting 
on the growing Anglo-American policy 
differences, wrote: 

“It would be disastrous if misun- 
derstandings over Indo-China were to 
develop and increase between Great 
Britain and public opinion in the US. 

“The Communists would quickly 
exploit them. Not only would the last 
hope of peaceful settlement be gone; 
if Allied differences grew there would 
be no hope of saving Indo-China by 
military means were military means 
still found to be necessary.” 

The influential Manchester Guard- 
ian, pointing out that many Britons 
now unreasonably distrust the US, 
stated: 

“They are thinking of McCarthy’s 
witch hunts, of hydrogen bombs being 
blown off in the Pacific, of arrogant 
statements from Senators who think 
that everyone should do what America 
wants .... 


WILLIAM TELI Das RHEINGOLD 

















Marguerite: “I am not sad, 
because I’m working with an 
American sewing machine.” 
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are absolutely irresistible.” 








“I don't like commercials, The real Rhine 
but any American apples 


gold is a 
new waterproof electric re 


frigerator, made in America 





“But three things stand out in the 
US attitude since the war: it has done 
more than any other country to guaran 
tee peace in the world; it remains the 
foremost country to promote the gen- 
eral welfare and secure the blessings 
of liberty; and it has done more than 
any other country . . . to help others.” 


ROME 
Melton S. Davis reports: 


Secretary Dulles’ firm stand at 
Geneva won approval in all except 
Communist and pro-( sommunist quar- 
ters in Italy. 

The Catholic daily I! Popolo, of 
Rome, stated that Dulles had “un 
masked the negative attitude of the 
Communists in Asia as well as in 
Europe,” while Il Quotidiano, spokes- 
man of the Catholic Action movement, 
said that the Secretary had opposed 
a “firm no” to “Molotov’s blackmail on 
Indo-China.” 

Blame for the split over proposed 
military intervention was placed in 
most circles on British Foreign Sex 
retary Eden rather than on Dulles. 

Most Italians hold 


Washington—primarily responsible for 


London—not 


failure to carry out the promised re 
turn of the Trieste area to Italy and 
therefore make Great Britain the s« ape 


goat in all international difficulties 


HAMLET 





“To be or not to be—or rath- 
er to be and delight in sip 


ping a delicious Coca-Cola.” 
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How are we doing abroad PP 





The official Communist newspaper 
L’Unita, of Rome, on the other hand 
assailed Dulles and asserted that Com- 
munist Chinese Premier Chou En-lai 
“demands at Geneva the end of co 


lonialism in Asia.” 


Avanti, Roman mouthpiece of the 


pro-Communist Socialists, said Chou 
was the champion of “Asia for the 
Asian peoples.” 

The Senate hearings on the Mc 
attracted 
comparatively little attention in Italy. 


Carthy-Army controversy 























Southeast Asia to realize that this con 
ference is faced with the hardest de- 
cision since the end of World War II 

not only for the participating coun- 
tries but also for Germany.’ 

[he same opinion was expressed 
even more strongly by Der Spiegel, 
of Hanover, West Germany’s most 
widely read political weekly. It said: 

“Why did Dulles bother to come to 
Geneva at all? 

“America’s Foreign Minister  al- 


ready had given the impression that 










VERY POPULAR ALL OVER 
EUROPE, SIR! EASY TO OPERATE... 
YOU WALK INTO /T INSTEAD OF THE RAT...../ 






























Emlyn Williams re ports 

Che possibility yt lire US mil 
tarv intervention t yrevent Con 
munist victor n Indo-China is cre 
iting grave apprehension throughout 
West Germany 

1 ] ] 

Che general feelir Vas Summed 


up by the influential Diz Zeit, of Ham 


burg, which stated 


“Can US military interventio 

the war in Indo-China be prevented? 
That is the real qu m betore 

ill the pal ipants wu ( ( re 
( nference 

“One needs only to imagine the 
consequences ind danger f such ar 
nternationalization vf the war in 
32 


he could not wait for the failure of 
1e conference to let loose the legions 
* Chiang Kai-shek and Syngman 


“If the possibility exists of destroy- 
Asia completely through the atom 
ic experiments of Hiroshima and Eni- 
vetok, or of losing it in a short period, 
with or without an atom war, there 
it 1S. 
rhe tone of press comment was in 
marked contrast to the foreign policy 
Konrad 


\denauer’s government, which in gen- 


declaration of Chancellor 


eral terms praised the “great interest 
felt by the US government in the fate 
f efforts for European integration.” 

It added that the Eisenhower ad 


ministration, by its support of NATO, 





“guarantees an enduring association 
of free peoples within which all mem- 
bers can concert their efforts toward 
peace, freedom and prosperity.” 
The public Senate investigation into 
the dispute between Senator Joseph 
R. McCarthy and the US Army has 
aroused utter amazement among West 
Germans, who traditionally respect 
both government and the military. 
The general press reaction has been 
that the hearings are “too incompre- 
all the more 
because they revolve around the treat- 


hensible for comment,” 


ment of an enlisted man of the lowest 
grade, Private G. David Schine. 

The suspension of Dr. J. Robert 
Oppenheimer aroused sympathy both 
for the atomic scientist and the Ad- 
ministration’s admittedly delicate se- 
curity problems, although most of the 
press warned that “totalitarianism 
cannot be destroyed by totalitarian 
methods.” 

The magazine Gegenwart, of Frank- 
furt, said that all Germans “follow 
with concern the inner tremors of that 
great figure [the US] which carries 
our world on its shoulders, and like 
Atlas cannot throw off the burden.” 


MOSCOW 


Comment on the Geneva conference 
in the Russian press reveals that the 
Kremlin’s major diplomatic objectives 
continue to be to isolate the US and 
to convince the rest of the free world 
that it can only lose by alliance with 
America, 

Typical of the Soviet propaganda 
line was the statement in Izvestia, of 
ficial organ of the government, that 
Secretary Dulles’ appeal for “united 
action” to halt communism in South- 
east Asia was an attempt to “black- 
mail” France and Great Britain. 

The newspaper, asserting that 
“American policy has no chance of 
success,” continued: 

“One need but recall the recent 
declarations and actions of the ruling 
circles of the US to erase all doubts 
that these circles are not concerned 
with establishing peace in Indo-China, 
but rather with the extension of the 
Indo-Chinese conflict. 

“These declarations and actions... . 


have met sharp public condemnation. 
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“All this provides new evidence of 
the fact that the policy ‘from a position 
of strength’ is at variance with the in- 
terests of the French people as well 
as of the peoples of Asia.” 

US opposition to the Communist 
proposal that all foreign troops be 
withdrawn from Korea, the newspaper 
said, proves that the “aggressive forces 
are hastening to prevent the Korean 
people from realizing their desire to 
see a united, independent and demo- 
cratic government in their country.” 


NEW DELHI 


Frank Moraes reports: 


Senatorial denunciation of the Neh- 
ru government's refusal to permit US 
planes to ferry French reinforcements 
across Indian territory to Indo-China 
has aroused widespread resentment in 
India. 

Senator Homer Ferguson, who 
called the refusal “aid and comfort to 
the Communist world,” and Senator 
Styles Bridges, who said he was 
“amazed, shocked and disappointed,” 
were charged by a high Indian source 
with showing an “astonishing ignor- 
ance of the implications of India’s for 
eign policy.” 

Commenting on Senate Majority 
Leader William F. Knowland’s char- 
acterization of the refusal as a “very 
sad thing . . . when the free world is 
attempting to build a system of col- 
lective security,” the source said: 

“The Senator’s statement is consid 
ered in India not only as one more 
indication of the wide gulf that sepa- 
rates the Indian and American ap- 
proach to international problems but— 
which is far more disturbing—as evi 
dence of an unwillingness to try to 
understand a point of view contrary 
to ones own. 

“The refusal to let the planes fly 
cross India can hardly be regarded 
as an unexpected or unusual attitude 
on the part of a power which has at- 
tempted scrupulously to maintain the 
strictest neutrality. 

“It would be fantastic to expect the 
government to prejudice its position 
by extending facilities for the transport 


of troops to Indo-China.” 
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DAMASCUS 
Kumud C. Khanna reports: 


The blunt US warning that the 
Arab nations must recognize Israel as 
an “accomplished fact”—contrasted 
with the pro-Arab Soviet vetoes in 
the UN Security Council—has caused 
US popularity to plummet and Soviet 
prestige to rise with Arab newspapers 
and politicians, 

Dr. Hussein Fakhri el Khalidi, then 
Foreign Minister of Jordan, asserted 
that Jordan would “ignore” the warn 
ing issued April 9 by Assistant Se 
retary of State Henry A. Byroade 

In a bitter attack on the activities 
of American oil companies, he said 
the US government was “demonstrat 
ing its interest in the peace of the 
Middle East by partnering the entir« 
world in a shameless exploitation of 
its natural resources.” 

Spokesmen for Iraq, Syria, and 
Saudi Arabia also assailed Byroade 

Even Egypt's new Prime Minister 
and “strong man,” Lieutenant Colonel 
Gamal Abdel Nasser, universally con 
sidered strongly pro-US (see WORLD 
May, p. 12), found it advisable to 
state that “no one dares force the 
Arabs to cooperate with Israel.” 

Diplomatic experts, however, ex 
pressed the opinion that the violenc: 
of the official reaction, obviously in 
tended for home consumption, indi 
cated that 


words had struck hom« 


Bvroade’s plain-spoken 

Moscow's veto policy was praised 
to the skies, and Washington heap d 
with reproaches, throughout the Syr 


| 


jan and Lebane se press mut h of whic 


is believed to be financed by the Sov 


Embassy ir 


Beirut, the capital yf 
Lebanon. 

Al Ayyam of Damascus, in a typi 
cal pro-USSR editorial, wrote 

“The Russians have repeatedly de | 
onstrated their belief in the justice of 
the Arab Cause and the II underst ind 
ing of our pr yblems. 

“They support 1 Syria when 
Jews diverted the Jordan River ar 
backed Egypt with the veto ir 
Zionist alle 
tions against the so-called infring: 
ment of the international characte: 


the Suez Canal.” 


futing the fantastic 
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Editorial 


The Revolution of Asia 


r is an ironical twist of history that the tragedy 
] which befell the French at Dienbienphu must be 
considered a late and faraway echo of an event which 
took place in Paris more than a century and a half 
ago—on July 14, 1789. 

When the Bastille fell, it would not have occurred 
to any reasonable statesman that after three or four 
generations the message of the Revolution would 
reach the heathen Asians, the millions encrusted with 
the misery and ignorance of millennia, and stir them 
to new ideas and organized action. 

Yet, today, we know that what has been happening 
in Asia since the war is but an extension of the his- 
torical trend which in Europe ended the long era of 
tyranny, inequality and hopelessness, and which has 
made the United States the land of magnificent oppor- 
tunities for free and proud citizens. 

Asia’s own revolution has several facets, and per- 
haps the most important one has nothing to do with 
political regimes or problems. It is a purely human 
revolution, one of self-respect. The Asians are pro- 
claiming their complete equality with every other race 
of man. In the truest sense, all the other consequences 
have flowed from this revolt in men’s souls from the 
Caspian Sea to the Pacific Ocean. 

Thus, the clamor for national independence and the 
demand for a better life are fired by the will of the 
Asian to become master of his fate and win recognition 
as an individual in his own right. 

It was this determination and dedication that 
brought about the new situation for which we have 
been so little prepared by our literature and by our 
education: the Asians have become our equals. When 
‘savage” North Koreans or Indo-Chinese prove equal 
to our own Gls or the best troops the French can 
muster in handling tanks, airplanes, complicated com- 
munications systems, when the jungles and rice pad- 
dies produce leaders of eloquence, will power, techni- 
cal knowledge and high diplomatic skill, the time has 
come to reassess our values and prejudices. 

Once we Americans understand this basic truth, it 
will be borne in on us that our prime task is not to 
respond to recurring emergencies but rather to evolve 
a philosophy about the historic process. 

Unhappily, the overriding issue of Asian equality 
ind prosperity is obscured and complicated by the 
Communist problem. As long as the advance of Asia 
appears to be synonymous with the advance of commu- 
nism, the Western nations have no choice but to at- 
tempt to hem in and obstruct this “progress.” They 


must do so, not only in legitimate self-interest, but 


because harnessing the eager forces of young Asia to 


the Communist philosophy can only lead to substitut- 
ing new tyrannies for old ones—and consequently to 
the thwarting of the revolution by regimentation, vio- 
lence and bloodshed. 

Beyond this, we cannot afford to restrict our think- 
ing to the sheer problem of how to contain commu- 
nism, militarily and diplomatically. We must enter 
the contest for Asia on more positive grounds and 
with the clearest concepts of how we may channel 
into creative endeavor the revolutionary wind that 
sweeps across the world’s largest continent. 

Already word is spreading that the industrialization 
of China is being achieved through the help of 100,- 
000 engineers, technicians and foremen supplied by 
Moscow. Already Moscow has been successful in 
propagating the legend that only the Communists want 
to eradicate colonialism and assure the independence 
of the smaller and larger Asian nations. 

The United States and the West in general, have 
neglected to formulate and stress a message of politi- 
cal and economic wisdom which would penetrate the 
mind and inspire the heart of the Asians. It is because 
of this, perhaps, that hundreds of millions of people 
feel they are only pawns in the titanic struggle be- 
tween East and West. 


_— ALLAY such fears, distrust and confusion we must 
revitalize the United Nations as the supreme 
forum where the problems of adolescent Asia may be 
thrashed out and solved with patient labor. It is in 
this spirit-and on this ground—that our country 
might regain its leadership to our greater glory and in 
the interest of the entire world. As a matter of course, 
we draw up advance plans for defense and military 
action, but we have not yet been wise enough to grasp 
the fact that if we lay down a blueprint for the 
world community, permitting the Asian revolution 
to achieve its goals in peace and prosperity, we shall 
assure, among other benefits, the permanent triumph 
of our own way of life. 

Few moments in history have been as decisive as 
that in which we are living. Shall we act so that a 
hundred years from now our descendants will look 
at us with the same pride and reverence we feel for 
the men who brought about and triumphantly es- 
tablished our own revolution? 


Mosihotye 
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Whats Ahead for Business 








SYDNEY — The government’s decision to award the 
£25 million ($70 million) Snowy Mountain hydro- 
electric engineering contract to the American 
Kaiser group of construction companies has empha- 
sized the rising interest and influence ef US en- 
terprise “Down Under.” 

Overseas investment here has now reached 
greater heights than ever before, with more than 
60 per cent of present expenditure on expansion 
projects in manufacturing industry being provided 
by companies with major overseas associations. 
Last year, of the £230 million expended on such 
projects, £65 million came from firms with US 
associations and £60 million from firms with as- 
sociations in the UK. 

Until recently, the UK has always been Aus- 
tralia’s foremost investor but the US has pulled 
rapidly ahead in the past three years. This invest- 
ment, although it has been most prominent in the 
oil industry, has also covered almost the entire 
range of manufacture. 


TOKYO — Despite the fact that the Philippine 
reparations agreement has not been signed—and 
increased Japanese trade with other Southeast 
Asian nations is supposed to hinge on that as a 
model—the Japanese are still buying and selling 
a great deal in the area. 

Prewar Japan got most of her rice from Japa- 
nese ruled Korea and Formosa; her iron and soy- 
beans from the satellite state of Manchuria; coal 
came from Manchuria and northeast China and 
some iron ore from Malaya. 

After the surrender, Japan was cut off from 
most of these nearby sources of supplies. Chaos in 
Korea and Fermosa limited their rice and sugar 
exports, and when the Communist Chinese cut off 
Manchurian and Chinese coal and iron experts, 
Japan found herself dependent on such supplies 
from the United States, shipped all the way from 
the US east coast. 

This situation is now gradually reversing itself. 
Japan will buy 400,000 tons of sugar from Formosa 
this year, and she has also contracted to buy 685,- 
000 tons of iron ore from the Philippines and al- 
most a million additional tons from Malaya in a 
six-month period that started on April 1. In Indo- 
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nesia, thirteen leading Japanese cotton concerns 
have set up a subsidiary to buy lecal produce so 
they can sell their items in that country. 


BONN — The US plan to unload some of its sur- 
plus farm products abread at world market prices 
has strengthened the feeling here that West Ger- 
many will not go over to full convertibility of the 
mark until it is certain that it can meet the Ameri- 
can export drive which it expects te accompany 
any recession in the US. 

At the same time, British Chancellor of the Ex- 
chequer Butler’s visit here is expected to give 
impetus to recent discussions on the convertibility 
of sterling and mark currencies. The Germans, 
with their heavy export surpluses, need converti- 
bility. But because of heavy raw material pur- 
chases, leading to a passive balance toward the 
sterling area, they cannot convert without or 
against Britain er without other countries from 
which they can get sterling surpluses. 

German-British convertibilities will probably 
take place within a short time of each other (some 
expect it for April 1955) with sterling coming first. 

Butler’s visit here is also expected to help clear 
up the suspicions of both sides concerning “unfair 
export subsidies or incentives” which each alleges 
against the other. 

A recent meeting here of German-British ex- 
perts concluded: “Prospects for favorable arrange- 
ments are apparent which in due course may lead 
to a full restoration of free competitien without 
artificial aid.” 

Chancellor Adenauer, speaking at Hamburg, ex- 
pressed further confidence in the German economy 
when he said: “If we continue with our present 
financial policies, Germany’s currency will soon 
have 100 per cent coverage in gold and dollars.” 
It already has well over 90 per cent. 


BERLIN — The newest Soviet invention is a satel- 
lite coal-stee] pool with headquarters at East Ber- 
lin. A preparatory meeting of the East European 
regimes concerned is scheduled to be held in 
August. Main purpose of the pool: te establish a 
central control ever all satellite trade deals with 
Western countries. 
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Austria’s Oil Troubles 
VIENNA 

When Austria liberalized her im- 
port duties on January 1, this 
country was supposed to again 
become a market for foreign oil 
products after fifteen years of con- 
trolled and restricted international 
trade. But it hasn’t worked out that 
way. 

The history of severe restrictions 
on oil imports started with the an- 
nexation of Austria by Greater 
Germany in 1938; oil allocations 
were handled by the German war 
machine until 1945. The Soviet 
Army then occupied Austria’s oil- 
producing areas (Europe’s second 
largest, after Rumania), claiming 
the majority of Austrian deposits 
as “German assets” because the 
Germans had invested money in 
improvements. Soviet exports were 
large, and allocations to Austria 
were insufficient until 1953, when 
for the first time they covered all 
requirements. 

Following the liberalization of 
oil import duties, last January, 
Italian-processed gas and “lube” 
oil were shipped here and sold at 
prices lower than those of OROP, 
the joint Austrian-Soviet distribut- 
ing company. OROP, together with 
the Austrian Mineral Oil Pool 
(central distributor for non-Soviet 
occupation zones) opposed the im- 
port of oil products, allegedly to 
protect the jobs of workers in Aus- 
trian production and processing 
companies, which are Austrian- 
registered but largely US and 
British-owned (Shell, Socony- 
Vacuum, and Van Sickle, plus small 
German holdings). 

The Mineral Oil Pool asked its 
connections abroad for immediate 
prohibition of shipment of oil prod- 
ucts to Austria, and announced that 
all Austrian retail distributors who 
bought other gasoline would be 
boycotied. While 200 metric tons 
of 74-octane gasoline have been 
imported so far, further imports are 
expected to be very small, since 
only two Italian marketing firms 
(which are outside international 
cartel groups) are willing to ship. 
Thus there is little hope that the 
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50 per cent reduction on oil import 
duties will accomplish what its au- 
thors wanted: to change the situ- 
ation that has existed in Austria 
ever since 1938. 


Oil Prospecting in France 


Paris 

Conditions seem to be improving 
for the creation of a French corpo- 
ration to facilitate oil prospecting 
in metropolitan France and the 
French overseas territories. Since 
1950 a small number of French in- 
dustry and government officials 
have been trying to establish this 
concern (known as FINAREP), 
which would coordinate and sim- 
plify all action by firms interested 
in oil prospecting on French soil. 

Geological soundings indicate 
that not only the southwest (where 
oil and natural gas has recently 
been discovered) but the so-called 
Paris Basin is rich in petroleum 
and, possibly, natural gas. But the 
cost of sinking wells (about $1 mil- 
lion each) cannot be financed by 
France alone. 

Senator André Armengaud, prob- 
ably France’s most knowledgeable 
official in the petroleum field, a 
year ago began to lay the ground- 
work for incorporating FINAREP. 
Its initial capital would have been 
two billion francs, of which several 
major banks were to have put up 
400 million; French oil firms about 
20 per cent of the total capitaliza- 
tion; and the remainder obtained 
through open capital market loans. 

But, until recently, the snag has 
been the banks’ reluctance to put 
this much money into FINAREP 
for the simple reason that they can 
earn higher fees (up to 10 per cent) 
for ordinary commercial loans, 
compared with the less than 5 per 
cent likely to be earned, after five 
or six years, when oil prospecting 
begins to pay off. FINAREP, how- 
ever, has been back in the news 
lately, and by midsummer or early 
fall, new discussions among gov- 
ernment, banking, and oil officials 
may bring about the establishment 
of the long-delayed corporation. 

One reason fresh foreign invest- 
ment capital has not been flowing 





into France, despite the favorable 
geological factors, is plain, ordinary 
nationalism plus the fact that suc- 
cessive French governments have 
been too weak to risk Opposition 
charges that they are “turning 
France over to the Americans.” 
Since FINAREP would be French, 
that obstacle would be removed. 

It is probable that if France man- 
ages to get some sort of Indo-Chi- 
nese settlement at Geneva, the gov- 
ernment will be strong enough to 
do many things in the domestic 
field that it has had to forgo in the 
recent past. FINAREP may be one 
of them. 


Foreigners in the Ruhr 
EssEN 


With the sale of a majority of 
shares in the Harpener coal min- 
ing company to a French steel 
group, French influence over the 
Ruhr coal mines has more than 
doubled—-to ownership of about 
12 per cent of Ruhr coal production. 
Heretofore, direct French influence 
over the Ruhr and Aachen areas 
has been exercised almost entire- 
ly by the Wendel group—the larg- 
est French steel concern, produc- 
ing over 20 per cent of French steel. 

It is interesting to note that more 
protests came from France than 
from West Germany over the latest 
transfer of Harpener shares. The 
high price paid—double the mar- 
ket quotations—had something to 
do with this. More important, 
though, were certain French fears 
that if the French steel group was 
going to get its coke from the Ruhr, 
the contemplated extension of the 
Lorraine coking plants might be 
postponed or abandoned. German 
protests indicated a desire for 
greater German participation in 
French concerns in this attempt at 
realizing the ideals of the Euro- 
pean Coal and Steel Community. 
But little is heard about that side 
of “Europeanization” at the mo- 
ment. 

Dutch, American and Swiss in- 
terests also participate in the own- 
ership of German mines. More 
than 21 per cent of West German 
coal production is in foreign hands. 
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International Currency Markets 
By FRANZ PICK 


May 18, 1954 
MEXICO’S DEVALUATION, the first ma- 
jor state bankruptcy of 1954, re- 
duced the value of the peso by 39 
per cent—from $.116 to $.08. Heavy 
flight of capital from Mexico to the 
US and a sharp decline in lead and 
zine exports as well as in tourist 
dollars were major reasons for this 
measure. Mexico had the choice 
of decreeing foreign exchange con- 
trol or reducing the value of her 
currency; she chose the latter so- 
lution. Direct American losses re- 
sulting from the devaluation are 
estimated at more than $100 mil- 
lion and mainly involve US banks 
and American corporations with 
subsidiaries in Mexico. Losses to 
the Mexican people, based on the 
reduction in value of currency in 
circulation, bank deposits, the pub- 
lic debt, and life insurance in force, 
are estimated at more than $385 
million—the equivalent of total ex- 
ports for seven months in 1953. 
The Mexican peso, worth $1.00 
in 1929, never had a brilliant ca- 
reer. Today only 8 of those 100 
cents are left, with a purchas- 
ing power of only 4 prewar-dollar 
cents: a 96 per cent depreciation 
within 25 years. 


EUROPEAN CURRENCIES: The spot- 
light remained on Britain’s pound, 
which consolidated its recent ad- 


vance in all quotations of official 
and accessory sterling. Worldwide 
demand forced the official cross- 
rate up to $2.82, its highest level 
since 1949. Rumors of an “up-valu- 
ation” of the sterling to $2.85 were 
denied by the Treasury. English 
gold and dollar reserves rose to 
$2.82 billion, the highest level since 
October 1951. The strength of the 
pound contributed to rises in the 
West German mark, the Scan- 
dinavian currencies, the Belgian 
franc, the Italian lira and the Dutch 
guilder, which made new progress 
on their road to official par value 
in free markets. The French franc, 
under the impact of the events in 
Indo-China, weakened in all inter- 
national markets and greenbacks 
in Paris rose from 358 to 366 francs 
to the dollar. The weakest curren- 
cy on the Continent was the Turk- 
ish lira, which at 6.35 to the US 
dollar hit a new low. 


WESTERN HEMISPHERE UNITS had a 
stormy month. Mexico’s devalua- 
tion perturbed many Central Bank 
governors in Central and South 
America. The Chilean peso con- 
tinued to weaken. Worth 305 to the 
US dollar on April 15, it fell to 360 
in May and then recovered to 340. 
The Brazilian cruzeiro, after a sud- 
den rise to only 50 to the dollar, 
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dropped back to 58. In Rio 
black market transfers 
averaged about 15 million 
cruzeiros a day. The Ar- 
gentine peso, widely of- 
fered in free markets, lost 
9 per cent during the re- 
port period. Also weaker 
were Nicaragua’s cordoba 
—down 10 per cent—and 
Bolivia’s boliviano, which 
fell back to its historic 
low of 1,525 to the US 
dollar. 


ASIATIC CURRENCIES 
showed a new rise of the 
Chinese Communist dol- 
lar, which with a gain of 





10 per cent was the world’s strong- 
est currency during the report pe- 
riod. Japan’s yen, at 425 to the dol- 
lar, was firm. The Israeli pound 
rose from 38 to 43 US cents. The 
Indonesian rupiah, at 29 to the 
dollar, lost 1 per cent. Pakistan’s 
rupee continued its decline to a 
new low of 6.44 to the dollar. . 


GOLD MARKETS strengthened inter- 
nationally during the last four 
weeks. Bar prices have risen be- 
tween .5 and 8 per cent and coin 
prices from 1 to 7 per cent. Paris 
has always been the foremost trad- 
ing center, but at the end of April, 
London became first in sales vol- 
ume all over the globe. It is esti- 
mated that London’s gold turnover 
now averages about $2 million 
daily, against $1.8 million in Paris. 
The price in London, $34.94 per 
ounce a month ago, is now $35.125. 
Numerous American gold pur- 
chases have been noticed in the 
City. The Seviets continued their 
European gold sales, which totaled 
about 15 to 20 tons during the re- 
port period. In addition to official 
British purchases, the French gov- 
ernment absorbed a_ substantial 
part of these Russian offers. 

Gold prices rose sharply in Ar- 
gentina and Brazil, where as much 
as $40 an ounce was paid for bars 
and $44 for coins. Trading in Asia 
was active. Red China paid $39 an 
ounce for bars and sheets. Highest 
prices were reported from Bombay, 
where bars fetched $52.50 and 
coins $52.75. Kuwait and Aden 
provided Indian markets with gold 
acquired from London. 


DIAMONDS, the traditional hedge 
against currency depreciation, have 
continued their slow decline in Eu- 
ropean and US markets. This de- 
cline, affecting mostly gems run- 
ning 50 to 100 to the carat, brought 
prices of these “single cuts” to their 
lowest level in many years. Ameri- 
cans, the largest buyers of such 
merchandise, reduced purchases in 
the “wedding band” category be- 
cause of rising unemployment. The 
recent reduction of the federal ex- 
cise tax from 20 to 10 per cent did 
not improve the diamond business. 
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An Interview with John Bull’s Cashier 


NEW STRATEGY FOR 
BRITAIN’S ECONOMY 








Reginald Maudling 





Great Britain, burdened by postwar economic 
weakness, has had strikingly little room to maneuver 

hence outside observers could predict what her 
foreign economic policies were likely to be. 

All this is now changed. By at least partially free- 
ing sterling in March and by reopening a gold trad- 
ing market the same month, Britain served notice 
that she had regained a large part of her economic 


health and that henceforth she would act with some 
of her old freedom on the international scene. 

Che question now is: Given this new strength and 
freedom, what economic policies will Britain follow? 
Here, 


Britain's economic policies in the new Elizabethan 


for the first time, is a clear prognosis of 


era—when the country is returning to the position of 
financial leadership which it held for so long 
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buy all of these anywhere in the 
world, including the dollar area. Grain 
for UK consumption can now be pur- 
chased throughout the world. There 
are also markets for sugar, coffee, tea 
and cocoa, although purchases of 
these are still subject to some restric- 
tions. The gold market in London was 
reopened a month ago after an inte1 
val of fifteen years. 


Q. Does that amount to the “com- 
modity convertibility” mentioned in 
the Randall Report? 

A. Hardly, because the markets are 
restricted in some ways. But it does 
mean that about half the goods the 
dollar area sells us are free of re- 
striction, and are bought by private 
buyers—not on the government ac 
count. 


Q. Does this mean there is no longe: 
a dollar problem? Indeed, with thi 
picture you have drawn, does Britain 
still need US aid? 

A. The aid we are now receiving 
from the United States is directly re 
lated to our defense program, and is 


aimed at helping us to carry that pa 


‘ticular burden. In other words. it is 


defense aid, not economic aid. It is 
worth remembering that in 1953 our 
defense expenditure is estimated to be 
around half of the total defense ex- 


penditure of the twelve European 


NATO countries 


Q. How much aid is Britain getting? 
A. In 1953 Britain received $300 
million, which was $100 million less 
than in 1952, 


Q. How much is that in relation to 
Britain’s trade with the dollar area? 


A. Well: in about 


$1,450 million on imports and earned 


1953 we spent 


about $1.250 million from exports. 


Q. That means a deficit of $200 mil 
lion in visible trade. What difference 
did invisibles make, apart from defense 
atidar 

A. They 


million in 


added about another $100 
1953, making a total cur 
rent deficit of $300 


around million 


Since this was roughly equal to the 


defense aid we rec eived we came out 


about even. 


Q. Do you consider that satisfactory? 
A. i 
would be quite wrong, however, to 


look at our 


area as an isolated factor, Our receipts 


is quite an improvement. It 


balance with the dollar 


of gold and dollars depend also on 


our overall account with the world 
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as a whole, including the dollar area, 
and this, even without defense aid, 
was extremely favorable. 


Q. Would it be true to say that, even 
including aid, your balance with the 
dollar area was achieved only by re- 
strictions on American goods? 

A. I said earlier that about half our 
present imports from the US were 
free of controls. It is true that, despite 
the continuous process of liberalizing 
imports from the dollar area over the 
last year, there are still significant 
restrictions on imports from America, 
mainly in consumer goods. Our aim 
is to eliminate restrictions and discrim- 
ination entirely, but we must proceed 
by stages and deal first with basic 
things like food and raw materials, 
where purchases in the cheapest mar- 
ket directly affect our industrial costs. 


Q. Important 


controls over the use of sterling went 


modifications in -the 
into effect this year. Do these consti- 
tute progress toward freedom and con- 
ve rtibility? 

A. Yes. We are still not prepared to 
make sterling convertible into dollars, 
except for residents of the dollar area 
taken 


the important step of eliminating the 


itself. But this year we have 
varying degrees of exchange control 
over the use of sterling by non-dollar 
countries outside the sterling area. 
Sterling can now be transferred free 
ly among these countries and with 
out permission from our Exchange 
Control. To quote the Randall Report, 
10 per cent of world trade is financed 


in sterling. 


Q. That means these other countries 
can use sterling to make payments 
anywhere except to the dollar area? 

A. Yes, 


countries hold and make payments in 


The extent to which other 
sterling is a vital factor in this con- 
vertibility business. When sterling is 
onvertible it means that people every- 
where will be able to change sterling 


into dollars. 


Q. What are the main barriers to tak 
ing this final step? 

A. First, the so-called “dollar gap.” 
It is true that this has been hidden by 
US payments abroad for the past year 
or so, but, in the present state of the 
US economy, the possibility still exists 
that it might re-emerge as a world 
problem. If it did, and if sterling were 
convertible, other countries might try 
to finance their dollar deficits by buy- 
ing dollars for sterling from the Bank 






of England—which happened in 1947 
—and although we are much stronger 
now than we were then, it is hard to 
see how we could finance the rest of 
the world’s dollar deficit. Second, we 
would need bigger gold and dollar 


reserves than we now have. 


Q. To take the first point: What are 
you going to do about the dollar prob- 
lem? 

A. “What is America going to do?” 
would be a more pertinent question. 
We have been doing our bit by free- 
ing the channels of trade and finance 
in every way open to us. Now we are 
looking to America’s “good creditor” 
policies. 


Q. Do the Randall proposals meet the 
requirements of a “good creditor” pol- 
icy for America? 

A. The Randall Report recognizes 
the potential gravity of the dollar 
problem and why it will require action 
by both the US and other countries. 
We must now wait to see how its 
recommendations are translated into 
legislation and practice. 

Q. Is there any reason to hope that 
Americans will agree to buy more 
from the rest of the world while it 
maintains restrictions against them? 
A. I don’t know, but there is little 
doabt in my mind where their interest 
lies. Today they are meeting the needs 
of the rest of the free world by heavy 
taxes on their people. The alternative 
is to buy more of the free world’s goods 
and invest more in developing its econ- 
omy. This would make more dollars 
available and insure getting value for 
their money. 


Q. If everything else was in order, 
how much financial support would 
you need to achieve convertibility? 

A. Everyone asks that. I don’t want 
to seem to put you off, but | don’t 
think it is useful to give a precise an- 
swer to a question which invites many 
interpretations. The important point is 
that we should have sufficient ex- 
change resources (meaning our re- 
serves and “stand-by” credits) to give 
confidence that the operation when 
attempted will be successful and to 
protect the currency against excep- 
tional pressures. One can only say that 
at the moment our reserves, although 
increasing, are not big enough to car- 


ry these risks by themselves. 


Q. Would you like to accept the offer 
to use the resources of the Interna- 
tional Monetary Fund? 
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A. It would be wrong to speak of an 
“offer.” The Commonwealth Economic 
Conference of 1952 announced, how- 
ever, that we would naturally look to 
the Fund as the international source 
of credit for convertibility. The Ran- 
dall Report also suggests that the 
IMF’s reserves could be regarded as a 
sort of central reserve backing if va- 
rious currencies became convertible. 


Q. A sort of revolving fund? 

A. Yes. If that implies that any draw- 
ings on the credit should be repayable 
inside a limited period—three years 


or so. 


Q. The other “conditions for con- 
vertibility” that the Commonwealth 
laid down were financial stability and 
“good creditor policies.” How is your 
financial stability? 

A. Very good, all things considered. 
Prices have remained stable over a 
longer period than at any time since 
the war, and our Budget is balanced. 
Production is rising steadily, and ou 
economy is, by and large, in a healthy 
condition. The other Commonwealth 
sterling countries are also in pretty 
good shape internally. 


Q. Well, that seems promising, but 
I have a further question about “good- 
creditor policies.” You have indicated 
you want the US to buy more from 
the rest of the world. Can you show 
that lower tariffs would help? It is 
generally believed that tariffs are low- 
er in the US than elsewhere 

A. What matters is the height of the 
tariff on articles a country is trying to 
sell, not an abstract average height. 
One-third of the goods we sell the 
US carry duties of 20 per cent or more. 
Woolen. 


have a duty of 36 per cent; cotton 


worsted and woven tissues 
piece goods vary from 20 to 52 per 


cent; whisky is 30 per cent. 


Q. What about automobiles? 
A. British 
quite enough in a highly competitive 
market. There 


itlantic freight charges to be added. 


cars pay 10 per cent— 


are always the trans- 


Q. The Randall proposals suggested 
that more American investment abroad 
might be an important factor in clos- 
ing the dollar gap and so advancing 
convertibility. Do you agree? 

A. Most 


misleading to overemphasize the role 


certainly. But it would be 


of investment to the detriment of 
other aspects, i.e., trade policies. More- 


over, investments have to be serviced. 
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We believe that the profits taken out 


of such should not out 


investment 
weigh the advantages to our economy 
-or that of the rest of the Common- 
wealth would result. As for 
the US, I do realize that while gov 


ernment incentives to invest may be 


which 


an excellent thing, the judgment of 
the individual investor is decisive, and 
the fact is that there are still attractive 
openings for investment at good ré 

turns in the country itself. You should 


know, however, that at our end ther 





ever, watch this situation very closely. 


Q. Do the British plan special Com 
monwealth policies to offset any fur- 
ther United States? 
Recently there has been a great deal 


recession in the 


of talk about a closer Cemmonwealth 
alignment. 

A. That sort of talk is quite wrong 
We in the Commonwealth are agreed 
on the need to expand trade and speed 
up Commonwealth development; but 


these policies are not directed against 


approved. 


‘ reer , America or anyone else. On the con- 
are no limitations on the withdrawal of . 


om trarv, the Commonwealth has publicly 
profits once an investment has been : : Se > 
declared itself against exclusive “blocs 
and has proclaimed its intention of 
Q@. On the whole. you have left the 


impression that although the way to 


working for a multilateral free trade 


svstem in which the dollar and the 


A CONSERVATIVE CREDO 
TO ASTOUND COLONEL BLIMP 
Organized ec ic freed and competition make for efficiency, de- 


clared Reginald Maudling, Economic Secretary to the Treasury, in an inter- 
view with Cecil F. Melville, WORLD’s London correspondent. 





“Competition and freedom make for efficiency. Regimentation makes for 
the opposite. But to have competition and freedom, you must organize it. 


“That is where a certain type of Conservative who is opposed to any form 
of governmental organization of economic affairs, and the Socialists, who 
believe in regimentation, both go wrong. 


“This,” asserted the British Economic Secretary, ‘‘happens to be my politi- 
co-economic philosophy and that of the present Conservative government. 
Which is why | am in the Conservative party. 


“These views have come to be recognized more and more in recent years. 
Both at home and abroad, it has become necessary to devote energy to 
organizing freedom and competition, and providing the conditions in which 
to obtain them. Hence the necessity for organizations like GATT, IMF, and 
OEEC—which, in the long run, lead to what is the main aim of British eco- 
nomic policy: to organize freedom of trade throughout the world.” 


freer trade and payments has been pound are freely interchangeable. 


Chat is the of Commonwealth 
policy call the 


Collective Approach to freer trade and 


partly cleared, many difficulties re 
not least the 
tainty that overhangs the immediate 
future. What does the 
ment think of the general economi 


prospectr Q. 


essence 


main general uncer embodied in what we 


British govern 


pavments. 


To com lude 


what is 


your madtin 
A. First. I think we have improved concern for the immediate future? 
our strength and flexibility so muc! A. To keep world trade expanding 
in the last two or three years that we [ have already referred to sterling’s 
are better able to face setbacks. S eing an “international currency.” Our 


ond, the Chancellor of the Exchequer prosperity depends on world trade, not 


has indicated his view on an America merely on our own trade as an island 
recession. That view is in line with tl To this end we are liberalizing ou 
US administration’s own estimate of ywwn trade wherever we can, while 
the situation—namely, that if it is seeking to maintain the level of trade 
Fully prepared to use the powers it has n the British Commonwealth and 
there is very little danger of things imong our European partners in OEE 
getting out of hand. We must, how That is the immediate program 
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The Five Myths of 
Sterling Convertibility 





= 1s perfectly correct to say — as 
many people do—that the postwar 
world is now closer to currency con- 
vertibility than it has been since 1939. 
But it does not follow, as some busi- 
nessmen believe, that when the British 
free sterling, a chain reaction will be 
immediately set off, ushering in a new 
and happy era of international trade. 

To many businessmen, convertibility 
has assumed the aspect of a panacea, 
a rather painless injection of freedom 
that will sweep away trade barriers 
and miraculously revive international 
commerce. 

This pleasant dream is built on at 
least five myths, listed below, that 
have beclouded the issue and hidden 
the real facts of both the trade and 
currency situation. 


“When convertibility comes, I'll 
| be able to sell my goods again in 
the sterling area.” 

Of all misconceptions, to link cur- 
rency freedom to the ending of trade 
controls is perhaps the most danger- 
ous. In all probability, the nations that 
do risk making their currencies con- 
vertible will initially retain many if 
not most of their import restrictions 
as a defense against unsettling trade 
movements. 

The reason for such caution is ob- 
vious. It importers cannot purchase 
specific products from another nation, 
there will be less demand for foreign 
exchange. Equally important is the 
use of these controls to prevent other 
countries from increasing exports to 
the convertible nation merely to build 
up a dollar balance. 

This does not mean there is no pos- 
sibility of Britain and other sterling 
countries relaxing or discarding some 
trade curbs, They have already done 
so. The question really hangs on 
which of two roads the British decide 
to take. One is to achieve a freer ex- 
change of currency with the dollar. 
The other is to allow importers pro- 
gressively greater latitude in procuring 
goods in whatever market they deem 
cheapest or best, while keeping ex 
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change controls intact—a practice that 
is called “commodity convertibility.” 

Both courses can be followed simul- 
taneously but the risks are correspond- 
ingly increased, Britain appears more 
likely to move fastest and farthest on 
the currency front. 


“If sterling is made freely con- 
2 vertible into dollars, I'll be able 
to get my capital out of Britain with- 
out any trouble.” 

This is a decidedly shaky assump- 
tion, particularly for the immediate 
future. What Britain has been contem- 
plating is convertibility for “current 
account” transactions by non-residents. 
So far, she has avoided making “capi- 
tal accounts” convertible. “Current ac- 
counts” are payments for current trade, 
freight, insurance, etc. 

The reason for keeping capital 
funds non-convertible is that they can 
become mobile, creating sudden and 
unexpected demands for foreign ex- 
change. Sterling can be subject to a 
“run” just like a bank. Making capi- 
tal convertible also increases the op- 
portunities for using sterling as a 
transmission belt to move money from 
a soft currency into dollars. 

In fact, one of the British authori- 
ties’ biggest headaches will be to sort 
out the capital movements from those 
payments which might become eligi- 
ble for conversion into dollars, 


“Once the US and the Interna- 
3 tional Monetary Fund decide to 
give Britain a loan, the British can 
immediately institute convertibility.” 
Opinion both here and in Britain 
is strongly against a “dash” to con- 
vertibility. In both countries, planning 
is cast in terms of a gradual approach 
that will permit a steady relaxation of 
controls, 
At present, Britain is moving toward 
a unification of the different varieties 
of sterling—transferable, resident, se- 
curity switch, etc. This is a “first step” 
to full convertibility that must be 
taken; it is from the longer view only 
a preliminary step, but the British are 


feeling their way with utmost caution, 

Convertibility not only has to be 
attained. It must also be sustained. To 
do this, Britain must have more than 
a comfortable amount of gold and dol- 
lars at her disposal. British payments 
must be approximately in balance— 
preferably in surplus—and her econ- 
omy must be able to compete with 
the economies of other nations. In the 
absence of these healthy conditions a 
loan can at best provide only a tem- 
porary and highly uncertain substitute. 


“If sterling becomes convertible, 
4 every other country will have to 
follow suit.” 

Undoubtedly, a number of coun- 
tries, such as West Germany, Belgium, 
and Holland, may follow Britain’s lead 
immediately or after a short while. 
These three have already reduced re- 
strictions substantially. The West 
German republic, with its tremendous 
trade surpluses in many areas of the 
world, is certainly in an excellent 
position to act, and its present finan- 
cial authorities would probably wel- 
come the opportunity. Many other 
countries, however, would have to 
bide their time until their own do- 
mestic economic situation warranted 
such a move. 

Actually, there is virtually no end 
to the steps toward convertibility that 
can be taken. We may very well ar- 
rive at a point where the distinction 
between convertible and non-con- 
vertible is not at all clear. One nation 
could be closer to commodity con- 
vertibility than others but not as ad- 
vanced in currency matters. 


“Everyone wants dollars so much 

that sterling is bound to depreci- 
ate if England allows people to freely 
convert pounds into dollars.” 

This sort of crystal-gazing is ex- 
tremely risky. The pound sterling has 
been pushing against the top official 
value of $2.82 for several weeks. If the 
sterling area can maintain its good 
trade record, the pound will remain 
strong. Some bankers believe the 
British may allow the pound to ap- 
preciate moderately while they cau- 
tiously dismantle controls. 

The purpose of an outside loan, of 
course, is to provide funds to main- 
tain the value of the pound. In any 
case, it is hardly conceivable that 
such smart money managers as the 
British would cast the pound free to 
sink, —JEROME OELBAUM 
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BUSINESS IN THE UNITED KINGDOM 


Lust year was the most prosperous 
in United Kingdom history, with real 
output expanding by £500 million. 
Virtually all price and raw material 
controls were dropped during the pe- 
riod; on January 1, 1954, the excess 
profits tax was also eliminated; and, 
as an incentive to even greater pro- 
duction, the Budget has increased an 
nual depreciation allowances by a 
system of “investment allowances,” de- 
scribed by the London Economist as 
“a subsidy on new plant and machin- 
ery equivalent to tax on one-fifth of 
their cost.” 

This return to economic health is 
mirrored in the new strength shown 
by sterling. The British currency re- 
form of March 19—extending the free 
use of sterling—was tangible evidence 
that the UK authorities have full con- 
fidence in their own position. Their 
re-establishment of the gold market 
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was further evidence of London's pre 
eminence as a financial center 

The UK, now third (after Canada, 
Venezuela) most important country 
for direct US investment, thus be- 
comes an even more likely possibility 
What kinds of US private 
investment does the UK desire, and 
to what extent are they warranted? 


Query: 


To help businessmen get an answer 
to this currently vital question, 
WORLD presents an up-to-the-minute 
survey and analysis of the UK’s eco- 
nomic structure. 


1. PRESENT MARKET 


Do consumer demand and adequate 
purchasing power exist, and what is 
the state of the market? 

The UK comprises England, Wales 
Scotland, and North Ireland and has 
a population of 50.5 million and an 


area of 93,000 square miles. It is the 


hub of a Commonwealth system of 
eight independent nations and many 
These are all 
official lan- 


guage and business customs; they com- 


dependent territories. 


more or less identical in 


prise one-fourth of the world’s popu 
lation, with a total area of 12.3 million 
square miles. As such, it is the fi- 
nancial center of the sterling area, 
consisting of all the Commonwealth 
countries (except Canada), plus Bur 
ma, Iceland Iraq the Irish Republic 
Jordan, and Libva. These countries en 


joy close economic, commercial and 
financial ties; exchange moves through 
yuut the area with relative freedom; and 
the members extend special tariff pref 
another. By its mem 


OEE(C the UK also 


has he Iped to extend multilateral trade 


erences to one 
bership in the 
n countries belonging to the Euro 
pean Payments Union 


Gross domestic produ twas £14- 


43 


a 











———e 





563 million in 1953. Gross fixed in 
vestment last year amounted to £2, 
£815 million 


was in plant and machinery 


312 million, of which 
Ine lud 
£ 630 


ing electricity, gas, water 


million in new housing; £312 million 
in vehicles, ships and aircraft; £160 
million in social and public services; 
and £148 million in mining, agricul 
ture and fishing. 

In 1953, total personal income was 
£11,029 


million went for consumer expenditure, 


£ 13,537 million, of which 


The country is heavily urbanized. 
In 1951 


lived in 


81 per cent of the people 


urban areas. London, the 


largest city, has a population of 8.3 


500.000 


million—almost than 


New York. 


Literacy is almost 


more 


total, and uni- 


versal education is compulsory be- 
tween the ages 5-15. Health and medi- 


cal standards are high. Life expec- 
taney at birth was 68.9 vears in 1950, 
1939. 
In the US it was 68.7, an increase 


an increase of 8.1 vears over 
of 6.1 over the same period.) The na- 
tional health service provides unlver- 
sal free health care with very small 
charges in certain cases. 

Apart from coal, nearly all raw ma 
terials must be imported, and about 
50 per cent of the food. Exports con 
sist mainly of manufactures 

Total exports in 1953 amounted to 
£3,351 million and imports came to 
£3,386 million. As of April 1954, the 
United Kingdom’s total gold and dol- 
lar reserves were $2,820 million. 

The official rate of exchange is 
| £ =$2.80. Most unofficial rates are 


now about the same 


2. FUTURE MARKET 
Is the UK's economy stable enough to 
permit development of market? 


Wit ye exception, the UK made 


gains or at least held its own in all 
econom reas in 1953 ind these 
yains are expect d to continue. Gross 
lomestic pi duct was up about 8 per 
cent—from £13.509 million in 1952 


to £14,563 million in 1953. Real out 
put expanded by about £500 million 
in contrast to 1952, when there was a 


£100 million contraction 


manutacturing countries 


Like al 
{ 


the K suffered when raw material 


prices rose during the Korean inflation 


since the prices of the manufac 
ture | goods did not increase at the 
same rate. During 1953, when the 


Korean boom ended, and raw material 


prices declined while those of finished 
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goods were steady, the UK benefited 
by £ 200-250 million in terms of trade. 
Consumption, too, was up—in real 
terms, by £350 million, or by 4 per 
cent, as was gross fixed investment 
£2,060 million to £2,312 mil- 
lion. Investment in new housing in- 
£485 million in 1952 
to £630 million in 1953, and in elec- 
tric power from £242 to £270 mil- 


lion. Only manufacturing industry re- 


trom 


creased from 


mained the same—£545 million in 
both years—but the new system of “in- 
vestment allowances” is expected to 
revise this upwards in 1954. 

In export of goods and services, 
though, there was a decline of £171 
million from the 1952 total of 23,522 

much of it due to the success of 
West German exporters in capturing 
an increasing share of the non-sterling 
world market. To meet this threat, the 
government's Export Credit Depart- 
ment, which is run on commercial 
lines, has made it somewhat easier for 
British exporters to extend longer-term 
credits—thus making them more com- 
petitive with the Germans, In the first 
quarter of 1954, UK exports were 8 
per cent greater than for the corre- 
sponding 1953 period. 

Thus, most sectors of the economy 
are on a balanced and rising trend, 
and unless the effects of the US re- 
cession have a more violent effect on 
world trade and the UK than has been 
the case to date, the country should 
emerge from 1954 in even better shape 
than it went into it. 


3. OPERATING PROFIT 
What has been the size of investments 
and the earning experience of US 
companies in the UK? 

Before World War II, 


US concerns had 


about 200 
subsidiaries or li 
censees producing about $100 million 
worth of goods annually—from tooth 
paste to multi-lathe spindles, US di- 
rect investment has vastly expanded 
since then. By the end of 1950, the 
UK was the third important 
country for direct 


most 
American invest 
with total such investment at 
$847 million. Earnings were $141 mil 


lion and income receipts were $73 mil 


ment 


lion. Two-thirds of this’ investment 


was in manufacturing; 15 per cent 
was in petroleum refining and proc 
essing; and 12 per cent in commercial 
and trading enterprises. 

By the end of 1952, total direct US 
investment had risen to $1,038 mil- 
$174 


lion, with earnings at million 


and income receipts at $78 million. 
There was a further increase to $1,- 
100 million in 1953, on which net 
earnings are estimated to be a bit 
higher than in 1952. 

Three factors explain why there has 
not been even more direct US private 
investment, and why the income rate 
hasn't been greater: (1) high taxes; 
(2) the prior permission required by 
the government for all foreign in- 
vestment, accompanied by careful 
screening; and (3) extensive govern- 
ment participation in and control of 
economic life. The tax situation has 
considerably eased during the past 
year, as has the extent of government 
participation in economic life. The 
latter, though, is still considerable, es- 
pecially in the exchange-control field. 


4. DEGREE OF TAXATION 


What kinds of taxes are placed on 
business operations and how are they 
administered? 

US firms pay the same taxes at the 
same rates as do British, and no dis- 
crimination is made against foreign 
firms. The excess profits tax of up to 
15 per cent was ended on January 1. 
There is no capital gains tax. Corporate 
income is now assessed at 45 per cent, 
with taxes of 22.5 per cent on dis- 
tributed profits and 2.5 per cent on 
undistributed profits. The UK has a 
treaty with the US which ameliorates 
double. taxation. 

The new system of depreciation al- 
lowances, designed to spur further 
investment in plant and machinery, 
saves in effect the tax on 20 per cent 
of new plant and 10 per cent on new 
buildings. 

There is a tax on payrolls, the pro- 
ceeds of which go to support the Na- 
tional Insurance Fund, out of which 
all social security benefits are paid. 
Employers contribute to the Fund on 
1 flat rate-per-head basis. 

Sales taxes are applied to cars, lux- 
uries, and semi-luxuries, and there are 
heavy excise taxes on liquor, cigar- 


ettes and gasoline. 


5. FREEDOM TO MANAGE 
What are the restrictions governing 
the operations of a foreign business? 

New private foreign investment is 
subject to a thorough screening proc- 
ess by the Bank of England, and li- 
censes are granted in terms of whether 
the new firm will (1) produce goods 
or services which the UK or other 
sterling areas previously imported, es- 
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5. FREEDOM TO 
MANAGE 


RELATIONS 


UNITED KINGDOM INVESTMENT RATING 


. 1. PRESENT 2. FUTURE 3. OPERATING 
| MARKET MARKET | PROFIT 
| : : 
| 
| 
| | | 
' , 
| 6. TRANSFER- | 7. FINANCIAL | 8. INDUSTRIAL 
| ABILITY ; FACILITIES | — FACILITIES 
| | 
| 
\ 
| ' 
11. PROPERTY 7 12. POSSIBLE FIELDS FOR 
| SECURITY  ! INVESTMENT: 
| | Earth-moving and agricultural machinery; 
| | electronic products; business machines; refrig- 
| | erators; home central-hecting units; oil well 
| construction equipment; nylon hosiery and 
| ! other types of textile machinery; supermar- 


kets and other kinds of retail distribution 





pecially from hard-currency areas, or 
(2) will increase UK exports to hard 
currency areas, or (3) will introduce 
techniques not otherwise available to 
increase efficiency. Once licensed, the 
new firm enjoys the same rights as 
domestic firms. 

No limit is usually placed on the 
percentage of foreign owned stock 
(voting shares) in an enterprise, on 
the amount an enterprise can earn on 
its capital, nor on dividend payments. 

Price controls have been dropped 
except on some basic foods. Most con- 
trols on production, marketing and raw 
material allocation have also been 
dropped, but special licenses must be 
obtained from the Board of Trade to 
import machinerv and various kinds of 
industrial equipment. 

Foreign personnel must get per- 
mission to work from the Ministry of 
Labor, Permits are easy to obtain for 
certain technicians and other special- 
ists but much harder for clerical and 
non-skilled help. A residence permit 
accompanies each labor permit and 
both must be renewed periodically. 


6. TRANSFERABILITY 
Can the foreign investor withdraw 
the earnings and capital on his orig- 
inal investment? 
Once the firm has been licensed to 


operate, no limit is placed on the 


June 1954 








repatriation of profits, interest, divi 
dends, and other income, and there 
is official assurance of dollar exchange 
for such transactions. Capital may be 
repatriated in full provided the in 
vestment was made after January | 
1950. 

“Old” capital is not transferable, but 
Americans may “switch” their stocks 
or securities to anyone who will buy 
them for dollars The considerable 
discount that used to obtain has now 
shrunk), Formal permission for the 
above transfers is required from the 
authorities. 

Since 1950, guarantees for US in 
vestment have been available unde 
the program sponsored by ECA, MSA 
and FOA. 


exchange-contro] 


7. FINANCIAL FACILITIES 
Are ade quate banks and agenctes 
available to extend credit and financial 
services to investors? 

Excellent banking and credit facil 
ities exist and there is no shortage of 
domestic capital tor investment in 
good industrial projects. US investors 
are expected to provide capital to 
finance their undertakings from their 
own dollar resources, but the ex 
change-control authorities usually al 
low a reasonable amount ot borrow 
ing to make it possible to meet tem 
needs for 


porary working capital 


8. INDUSTRIAL FACILITIES 
{re supplies of raw materials, power 
and skilled labor available? 

Although almost all raw materials 
except coal are imported there are 
no current shortages. Electrical power 
1S adequate and constantly « xpanding. 
In 1949, the total electricity generated 
was 48,600 million kwh. In 1953, this 
rose to 65,508 million kwh. 

Of the total labor force of 22 mil 
lion, 8.7 million are in manufacturing 
industries. A shortage of highly skilled 
technicians is being alleviated by ex- 
cellent industrial training programs. 

Labor is fairly immobile by Ameri- 
can standards, and new industry is 
encouraged to go to are vhere 


skilled labor is plentiful. 


9. TRANSPORTATION 
Hou adequate are road, rail, air 


telecommunications and shipping fa 


cilities? 

All cable-wireless ympanies, ne arly 
ill civil aviation, the inland water 
system and all the railroads are gov 
ernment-owned ind all, including 
he highw iVvs ire adequate The 


long-distance trucking industry is cur 


rently being denationalized. Merchant 


shipping, under free enterprise, covers 
i coastwide, worldwide network 
In general, transportation costs ar 


lower than In the [ nited States 
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THE POLITICAL PICTURE 


The present pro-US, pro-business, 
pro-international trade Conservative 
government can be expected to rule 
the United Kingdom at least until the 
fall of 1955. And, unless a worldwide 
depression brings with it a major in- 
crease in British unemployment, the 
prospects are that it will win a new 
mandate next year. 

Even the opposition concedes that, 
were an election held within the next 


Anthony Eden 


few months, it would result in a Con- 
servative landslide. But, despite pres- 
sure from the Tory back benches, Prime Minister Churchill and 
the other party chieftains have decided to defer any appeal to 
the country for at (see “What’s Ahead,” 
WORLD, May 

The government is far stronger with the people than its slim 
House of Commons majority—318 out of 622 voting seats—would 
indicate. 


least another year 


The steady rise in employment and the standard of 
living, coupled with its successful drive to abolish controls and 
rationing, has earned it the increasing support of a population 
sick to death of queues, coupons, and questionnaires. And it has 
spiked the guns of the Labor opposition by embracing and ex- 
tending the most popular features of the welfare state—socialized 
medicine and cradle-to-the-grave social security. 


In the very near future 


possibly before this is published) 
Sir Winston is expected to retire as Prime Minister in favor of 
Anthony Eden. According to present plans, Eden will be suc- 
ceeded as Fore ign Secretary by Housing Minister Harold Mac- 
Millan. As part of the cabinet reorganization, Chancellor of the 
Exchequer Richard A. Butler will also become Deputy Prime 
Minister, with extended powers over trade and economic policies. 

Labor not only has been losing ground steadily. but is split 
internally. Although Aneurin Bevan, leader of a small but vocifer 
ous and influential leftist group in the House, gets much pub 
licity, this is disproportionate to his real influence in the Labor 
party, which by a large majority backs Attlee’s generally pro-US 
policies. Consequently, even in the unlikely event of a Labor re 


turn to power next year, there would be few drastic policy 


changes, especially from the US point of view. 


10. LABOR RELATIONS 


e a strong union movement, and cil of Labor, and the Labor party 


social and welfare regulations 


total labor ber unions. 


© » 
of million be:ong to unions In general, the unions are not hos- 
these about 8 million are members _ tile to free enterprise and have 
the 183 unions affiliated with the yperated freely with employers. Seri- 


ous strikes have 


ere is no constitutional relation 


tory workers get 


party, but each in consult union seniority rules 


apply 


the other through the National Coun 


ceives more than half its funds from 


the 5 million members of its 84 mem 


been relatively few. 
Severance pay is uncommon. F; 
a week’s notice and 


when 





workers are laid off. Labor regulations 
are reasonable and there is much less 
“feather-bedding” than in the US. 

According to the latest figures, the 
average weekly wage for men in in- 
dustry was $27.58 and the average 
work week was 47.9 hours. 

The National Insurance Fund, to 
which contributions are compulsory, 
provides unemployment, sickness and 
maternity benefits, retirement and 
widows’ pensions, and death grants. 


11. PROPERTY SECURITY 


Is the investor's property secure 
against government expropriation and 
civil violence? 

All public utilities, communications 
facilities and some basic industries 
were nationalized between 1945-51, 
when the Labor party was in power. 
In all cases, full compensation was 
paid. The Conservative government 
is now returning to private enterprise 
the iron and steel and the long-dis- 
tance trucking industries. 

Even if the Labor party were to 
return to power, most industry would 
probably stay in the private domain. 
Sugar, cement, chemical, and indus- 
trial insurance companies have been 
suggested for nationalization, but the 
owners, if they were American, would 
presumably be compensated in dollars. 


12. POSSIBLE FIELDS FOR 
INVESTMENT 


US firms wishing to engage in over- 
seas patent licensing arrangements 
and/or partial or complete manufac- 
ture in order to keep, renew or es- 
tablish access to markets in the huge 
sterling, continental European or other 
soft-currency areas will find excellent 
investment possibilities in the UK, plus 
such further advantages as the avail- 
ability and relatively ‘ower cost of 
transportation, labor and other pro- 
ductive facilities, 

The most logical fields for direct 
investment, as well as those most 
likely to be licensed by the authori- 
ties, are: all kinds of earth-moving and 
agricultural machinery; electronic 
products; business machines; refriger- 
ators; home central-heating units; oil 
well and construction equipment; ny- 
lon hosiery and other types of textile 
machinery. It is possible that US en- 
terprise to develop supermarkets and 
other forms of retail distribution might 


also meet with approval. 
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“Private-Eyes” and 


Britain’s Trade Comeback 


ET ee ROTEL SO. Th MEE 


NGLAND may be in a ferment con- 
E cerning the assets and drawbacks 
of commercial television, but one Brit- 
ish firm has been benefiting from it 
most handsomely in the United States. 
This is Aquascutum, Ltd., of London, 
a company which “coats” most of 
American TV’s cops, agents, detectives, 
plainclothesmen, and private-eyes. It 
coats them in what is known as the 
“British officer's trench coat,” a gar- 
ment easily recognized by its distinc- 
tive tailoring, enormous collar, and the 
fact that it has more straps, buckles, 
hooks and gadgets than a complete 
set of double harness. 

Such eminent TV sleuths as Jack 
Webb, Ralph Bellamy, Mark 
Stevens would be unable, it seems 
likely, to digest a clue or slug a thug 
without an Aquascutum trench coat. 
And on TV the special agent without 
one is no agent at all. This, combined 


and 


with the general addiction to the coat 
shown by movie actors, has vastly 
increased its popularity in America. 
Not that the Aquascutum (in Latin, 
water shield) coat is a glamor gar- 
ment: it is a direct, not collateral, 
descendant of the trench coat worn 
by British officers in World War I. 
It is eminently practical, and when all 
tabs, straps and hooks are in use it is 
only slightly less impervious to weather 
than a deep-sea diver’s gear. Although 
a buyer may be motivated, originally, 
by the sight of Humphrey Bogart 
sporting one, he soon becomes at- 
tached to it for its own sake—as rain- 
coat, topcoat and, with a lining, over- 
coat. Before he is through, he may 
also find himself in a contest to see 
which will last longer, coat or wearer. 


Before World War II, trench coats 
were worn by the comparatively small 
percentage of the population that had 
discovered their practicality, and for 
some reason were to be seen only in 
movies dealing with the Irish Repub- 
lican Army and “the Troubles.” Fol- 
lowing the war and the introduction of 
the US Army Coat, officer's field, OD, 
dismounted, 1 (one) ea., trench coats 
became much more popular, but in 
general they followed the pattern of 
the Army field coat—square shoulders, 
set-in sleeves, plain back, sewed-on 
epaulets, and the straight lines of an 
ordinary topcoat. 

While the Aquascutum coat, which 
has raglan sleeves, removable epaulets, 
a ventilated yoke back, and the loose, 
casual lines of a British officer’s trench 
coat, had enjoyed limited favor in the 
US for many years, only a few stores 


imported them until after the war. 


QguascutuM, Lp., is a century-old 
family enterprise now run by 
Gerald Charles 


joint managing directors. It has a long- 


and Abrahams as 
standing reputation for the high qual- 
ity and workmanship of its clothing, 
most of which used to be produced for 
sale within the British Empire. How- 
ever, postwar economic conditions 
dictated that instead of the buyer com- 
ing to the company, Aquascutum 
would go to the buyer. Gerald Abra- 
hams took over the foreign export 
operation, and as a result of his ef- 
forts, Aquascutum now has undisput- 
ed claim to the title of “largest British 
manufacturer of rain clothing exported 
throughout the world.” 


Agencies were set up on a world- 


wide basis, staffed by natives of the 
countries in which they were estab- 
lished, and vigorous merchandising 
methods were employed. In the US, 
outlets were arranged in high quality 
stores across the nation, each exclu- 
sive in its own territory, except for 
New York and Los Angeles, where 
demand has made several outlets nec- 
essary. 

Aquascutum has two factories in 
England—in Walthamstowe and Ket- 
tering. The Kettering plant is devoted 
exclusively to the export trade. There 
factorv in 


is also an Aquascutum 


Canada which manufactures coats, 
from English materials, for the Cana- 


dian market. 


LTHOUGH Aquascutum has done a 
f, growers amount of advertis- 
ing, the key stone of its promotion was 
the idea that motion pictures make 
fashion. By various means, stars were 
introduced to the coats, and they in 
them to their 


ences—a method that has proved most 


turn introduced audi- 


effective. Two recent pictures even 
gave screen credit to Aquascutum 
coats. 


When television began to develop 
the powerful influence it has today, 
the same treatment was used in that 
medium, where it has paid off even 
more gratifyingly; the adve nturer-type 
character and the Aquascutum coat 
have become practically inseparable 
in the public mind. 

There are a number of imitations on 
the market, most of them considerably 
lower in price. Each includes some 
features of the Aquascutum coat, but 
them all. The 


scutum people are not worried, point 


none includes 


Aqua- 


ing out that they are not only produc- 


ing a highly versatile coat of top 


quality but also a distinctive style 


which once adopted is seldom aban- 


doned. This stvle has-given rise to such 


adjectives as “dashing” and “rakish,” 
in the nautical sense. At any rate, no 
man is likely to look staid or stuffy in 
the “British officer’s trench coat.” 




















Inflation in Chile 


SANTIAGO 

Inflation in Chile has reached a 
peak voters never thought possible 
when they elected Carlos Ibaiiez Presi- 
dent back in 1952. The older voters 
remembered that living was cheap in 
1927-31—the last time he was Presi- 
dent—and when the new generation 
heard that during his first term chick- 
ens cost seven pesos (eggs now cost 
that much), they were all for his 
return to power. 

A century ago the Chilean peso was 
on a par with the US dollar; in 1930 
dollars were purchasable at any bank, 
without controls, at 8 pesos today the 
peso is th less than 0.5 cents of a 
55-cent dollar. In 1953, the cost of 
living increased: 60 per cent 

The government is still the major 
creator of inflation. The groaning tax- 
paver reluctantly paid in forty times 
more money in 1953 than in 1948. 
But although this year the government 
will probably spend eighty times as 
much as it did eleven years ago, a 
huge deficit is predicted 

Meanwhile workers clamor for more 
pay, which is usually granted, and 
the Office of Price Control continues 


to authorize increases in essential 


including food 


products, clothing, 
light, heat, water, gas. No administra 
tion since 1938, when the Popular 
Front came into office, has been will 
ing or able to take the drastic measures 
needed to curb—much less kill off 
the inflationary process 

The government has been told tim« 
ind again what must be done, not only 
by Chilean economists but by costly 
economic missions brought here to ad 
vise the authorities. But no recent gov 


ernment has ever put the 


proposals 


"ee 
nto effect, because each has believed 


that inflation—and what it brings—is 
popular When Se veral years ago a 
\f nister f Economy proposed to 
freeze wages salaries ind prices trade 
unions and manufacturers loudly ob 
ject ] The Minister resigned Che 
unions said the propose | neasure 
vould stabilize hunger l ri t-wing 
ernaplovers wal ed the effects of a 

idde leflation 

So the yovernment mntinues ft 
spend money like water, not onl) 
eso but foreign currency. In_ the 
senate ¢g rvernmental extray igance h » 
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been severely criticized, especially the 
costly diplomatic service. Some time 
ago the administration estimated that 
the total of foreign exchange derived 
from exports and from taxes on the 
American copper industry, including 
profits in nitrates, would add up to 
$470 US million in 1954. But copper 
sales declined (last month production 
fell from the 44,900 short tons monthly 
average of 1944 to 24,200 tons). Thus 
the most recent estimate of 1954 for- 
eign exchange is $250 US million, of 
which government expenses will take 
more than half, 

Faced with this situation, the ad- 
ministration finally decided to do some 
thing. Its first step to halt inflation 
was to prohibit futures trading on the 
Santiago and Valparaiso Stock Ex- 
changes. Had this action been taken 
when the dollar was really worth the 
legal rate of 110 pesos—not when the 
free market dollar was 300—it might 
have caused a selling panic when the 
Exchanges reopened after the futures 
ban. All the Exchanges had to do, how- 
ever, was to prohibit selling for future 
delivery unless the respective order 
was accompanied by the title to the 
shares which were to be sold—no prob 
lem at all for most market speculators. 
Therefore, the measure did not have 
the slightest effect, and the dollar was 
still in great demand at 300 pesos. 

But perhaps the most outstanding 
example of the government’s inade- 
quacy was its decision to obstruct the 
sale-of small plots of land to pros- 
pective home builders. So many ob 
stacles are put in the way of firms and 
individuals who are willing to sell 
property that extra money finds almost 
no outlet except in securities. It is now 
pouring into the Stock Exchanges. 

The only other place for the money 
to go is into foreign exchange. There 
are cases of people withdrawing their 
funds from provident institutions and 
savings banks just to buy a check on 
New York and hold it, or to buy gold 
coins. Whether the Chilean buys se 
curities or foreign exchange does not 
really matter. The tragic thing is that 
money which is available for construc 


tive purposes either flees the country 


r adds to inflationary fires at home. 
The government knows what to do 

to correct all of this. It has been told 

by Chilean and foreign economic ex 


perts alike; it has seen the experience 





of other countries, but so far it has 
been unwilling to take stringent action 
for fear of endangering its “popularity” 
with the voters. 


Fashion War in Paris 


Paris 

A fashion war between the makers 
of fine cloth and the haute couture, or 
high-style dressmakers, is gradually 
emerging from behind the plush in- 
teriors of Paris’ dress salons. Most of 
the representatives of New York’s $2 
billion dress trade who recently visited 
Paris to view the new fashions were 
probably not aware that a battle was 
going on. The outcome of the struggle 
will affect them, however, because 
many US fabric and dress manufac- 
turers are highly dependent upon 
Paris styles, which are usually modi- 
fied to fit American ideas of taste and 
mass-production techniques. 

Some Paris creators of fine fabrics, 
mainly of man-made fibers (nylon, 
rhovyl, and rayon blends), are starting 
to attack their best customers, the 
haute couture establishments. These 
fabric producers are charging, in ef- 
fect, that the high-stylists are ignor- 
ing the fine but expensive new fabrics 
being made at great cost for them, and 
are clinging to ordinary cottons, wools 
and simple rayons. The charge is that 
the dress houses can buy these fabrics 
cheaply, add a bit of razzle-dazzle, 
and then charge high prices to the 
relatively few customers able to pay 
them. The style house’s profits, of 
course, are also high. 

The fabric men say they cannot go 
on spending a lot of money to develop 
new ideas in cloth unless the high- 
style houses use them. Unless they do 
use them, fabric men know that the 
low-priced dress manufacturers won't 
copy them and therefore the chances 
of developing a profitable volume of 
sales will vanish. 

As of this moment, the battle has 
barely been joined. When American 
fashion experts next come to Paris to 
see the new line, they may find them- 
selves in the middle of a serious intra- 
fight. Since the French 


fashion industry has been known to 


industry 


squabble mightily over matters of 
little substance, the furor a real issue 
might arouse could mark a new high in 
commercial warfare. 
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US. Products, 
Continental 


Style 


RopucT design, like trade, is a two-way street. 
Piges it is a relatively new one: the concept 
of consciously designing a manufactured product 
: so that it not only performs its function well but 
! advertises that function in an honest and pleasing 
manner has won widespread acceptance only 
j within the last twenty-odd years. Product de 
sign might be defined as the art of handicraft 
applied to mass production, taking into account 
cost, usefulness, and the particular requirements 
of large-scale manufacture as well as beauty of 
the finished product; and its application, as US 
manufacturers in almost every field have found, 

4 pays off in increased sales. 


Into this field, hitherto almost entirely an 
American preserve, European designers are en 
tering in increasing numbers. Some, like Italy's 
Olivetti company, producers of typewriters and 
electric calculators, have come to the US with 
their own products on a frankly competitive ba 
sis. Others, like Finn Juhl, a Danish architect and 
designer of fine furniture, have been called in 
by US concerns to give their line a “new look.’ 
Still others, like the Italian lamp designer Gino 
Sarfatti, have been “discovered” and their con 
cepts applied to American products in American 
terms (see photographs on the right). 

Thus, directly and indirectly, European design 
since the end of World War II has been an in- 
fluence on the American manufacturer in many 
fields. Some examples of this are shown on this 
and the following pages. But because American 
design, in most respects still leader in this field 
has also had its effect on product design in Eu- 
rope, WORLD will show this counterflow along 
the two-way-design street in similar pictures in 


a forthcoming issue. Percy KNAUTH 
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» Sarfatti's starlike lamp 
7 found in Italy 


Urs. L. Garth Huxtable 
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Design Helps Sales 


Tue products shown here are from many fields, but 
they all have one thing in common: they have proved 
that good design helps sales. Between the two extremes 
of a new fabric pattern (left) and the smooth, flowing 
casings for the complex machinery of an automobile 
(right) there is a world of work for the designer—but 
in both cases the aim is the same: to make the product 
distinctive and pleasing to the eye, and thus more 
salable. 

To achieve this, the manufacturer can call on foreign 
as well as US designers. Ideas are to be had for the ask- 
ing, and those who have tried them find they pay off. 





Fabrics design in Europe is one of the important 





forerunners in exploration of the modern field. This 
linen or cotton pattern is by Axel Salto of Denmark. 





Stainless steel flatware is one of Scan- The elegance of this silver jug by An extreme in modernistic design, 
dinavia’s outstanding design products. Georg Jensen has influenced many this Finnish decanter set is part of 
Above set by Denmark's Einar Cohr. mass-produced counterparts in US. Scandinavian show now touring US. 








In the furniture field, several US manufacturers have successfully adapted the high This, too, is Baker furniture—but more 
f European handcrafted design to bulk production. These pieces, by in keeping with prevailing American 


Denmark for Baker Furniture, show trend to sculptured forms. trends, which favor angularity and 
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Britain’s low, sleek Jaguar hit US motorists in a tender 
spot: their nostalgic love of automobiles as vehicles for 
sporting purposes, Result: a sports-car boom for Britain. 


First major US auto manufacturer to follow the Euro- 
pean trend was Studebaker, whose Raymond Loewy-de- 
signed cars combine sportiness with US comfort standards. 








In various “Model X” versions, other US automobile 
companies have molded the European look to their own 
concept of US sports car. Above is GM’s Buick Wildcat. 


solidity of appearance, 
without sculptured look. 


Windsor White, designer. 
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The opposite extreme is the standard type of US family 


sedan, here exemplified by Plymouth’s Belvedere: an all- 


round, roomy car whose qualities Europeans like too. 






The ultra-light typewriter originates 


in Europe, has reached a high point 
in this refined Olivetti, the Lettera 22. 





The American answer to such Euro 


pean importations as the Olivetti 


typified by Smith-Corona’s Skywriter. 
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Audit of World Trade 


The Outlook 
for U.S. Recovery 


By Sumner H. Slichter 
Lamont University Professor, Harvard University 


HE present lev- 
Ta of business 
activity backs up 

the Administration 

economists who be- 

lieve that the re- 

cession was caused 

by an inventory ad- 
justment. Since the boom hit its 
peak in the second quarter of 1953, 
annual production has declined 
$12.4 billion. Of this amount, $10.8 
billion was the result of a shift 
from accumulating inventories at 
the rate of $6.3 billion a year to re 
ducing them at the rate of $4.5 
billion a year. 

Because this has been an inven- 
tory recession, government econo- 
mists and many others believe that 
recovery will come at an early date 
without additional special measures 
from the government. But some 
economists and some groups in the 
community—particularly the trade 
unions—are less optimistic. They 
think something more than the end 
of inventory reduction may be 
needed to start revival. Hence, they 
urge special government measures, 
such as additional tax cuts or an 
expansion of public works. Thus, 
the questions that must be an 
swered are: what is the nature of 
the recession; how good a case do 
the pessimists have; can an early 
recovery be expected? 

The outstanding feature of the 
recession has been that the con- 
traction of business has not become 
cumulative. There are two imme 
diate reasons why the reduction in 
inventories has not started a spiral 
of contraction. One is that capital 
expenditures on equipment, hous- 
ing, and construction have held up 
very well. The second is that per- 
sonal incomes after taxes have not 


dropped but have risen. 


There are several reasons for this 
rise. One is that wage increases 
during the latter half of 1953 
helped sustain personal incomes. 
Another is that government support 
of farm prices, plus good crops, 
caused farm incomes to rise since 
last July, unlike the 1949 recession, 
which was accompanied by a sharp 
drop in farm incomes, Third, trans 
fer payments have risen about $1.5 
billion a year since last July—main- 
ly as a result of bigger unemploy- 
ment-compensation and pension 
payments, 

Finally, 
come’ tax (partly offset by an in- 
crease in the social se vurity tax) 


cuts in the personal in 


have raised personal incomes after 
taxes by about $2.2 billion a year. 
rhis rise has not prevented a small 
drop in retail sales, but it has 
helped keep consumption expendi 
tures near peak levels, 


ESPITE the economy’s strong re 
| cena to contraction, the pes 
simists have a fairly good case. The 
federal government plans to spend 
less in the second half of this year 
than in the first; business concerns 
intend to spend about 5 per cent 
less on plant and equipment dur 
ing the second half of 1954 than 
at present; consumers are planning 
to buy fewer houses, automobiles, 
household appliances and articles 
of furniture than they did last year. 

Won't these drops create a dip 
in demand that will prevent a busi- 
ness recovery during the second 
half of this year? Probably not. 
There is a stronger case for opti 
mism than for pessimism. State and 
local governments are expanding 
their expenditures and may be ex- 
pected to buy about $1.5-$2 billion 
more goods and services this year 
than last, Retail demand is being 


temporarily held down by the re- 
payment of short-term consumer 
indebtedness. Repayments are run- 
ning ahead of new borrowings by 
from $1-$2 billion a year—an ex- 
cess that will continue for some 
months, but probably not beyond 
the early fall. 

No one knows how long the re- 
duction of inventories will last, but 
it has been going on since last Oc- 
tober, and it will probably not con- 
tinue long after mid-summer. When 
it ceases, the rate of production will 
rise by several billions a year, Fin- 
ally, retail prices are declining— 
just what consumers have been 
waiting for, 


W HAT public policies are indi- 
cated by this analysis? Al- 
though the case for optimism is 
strong, the government must not 
ignore the case for pessimism. The 
principal uncertainty concerns the 
duration of the inventory reduction. 
If firms are still trying to cut in- 
ventories in the second half of this 
year when they begin to spend less 
on capital goods, and if the repay- 
ment of short-term consumer in- 
debtedness still exceeds new bor- 
rowing, the combination of these 
three deflationary influences may 
produce sharp contraction for sev- 
eral months. It is only common 
sense to take precautions against 
the possibility that business will 
begin to cut capital outlays before 
it stops reducing inventories. 

The best move the government 
could make would be to wipe out 
the rest of the retailers’ and manu- 
facturers’ excises—the 10 per cent 
tax on automobiles, refrigerators, 
TV sets, radios, etc.—now, when 
needs to be 
stimulated. The proposal to expand 
public works does not promise 
much immediate help. Ending the 
remaining manufacturers’ and re- 
tailers’ excises would increase con- 
sumer purchasing power by about 
$1.5 billion a year—and would do 
it immediately. The resultant rise 
in consumer buying power would 
halt the reduction of inventories 
and would launch the country on 
a moderate and healthy expansion. 


consumer demand 
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Despite the little lad pere hed on 
a record at lower right, Angel's 
trademark is dignified labels 





It takes a “skep-tracer” to keep up with the label-changers but 


The Record Business 
s Better Than Ever 


HE dramatic innovations in the 
‘ean record industry have 
done little to improve—and have per- 
haps even further confused—the crazy 
quilt pattern of its international trade. 
Before the last war, this trade was ex- 
Although the 


introduction of long-playing records 


pensive and haphazard. 


has greatly increased sales and de- 
creased costs, the foreign record busi 
ness today is still a rather catch-as- 
catch-can affair. 

In prewar days the industry was 
small but stable. RCA Victor in the 
US and His Master’s Voice in England 
had a monopoly on the contracts of 
orchestras 


outstanding singers and 


throughout the world and dominated 
the feeble international record field. 
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By EDWARD F. 


a confusing variety of 


Since the war, the situation has 


gradually changed until now we have 
labels selling 
in the old, limited markets and offer 
ing top-drawer talent from the mu- 
sical capitals of the world. 

The major record companies, and 
a bewildering number of smaller ones 
are not only selling in the international 
market but are expanding their sales 
every vear. American firms which fo 
merly dealt in popular music for do 


more or less 
] 


mestic audiences and 
ignored the way foreign affiliates use: 
their recordings, are now giving for 
elgn sales careful attention. 

carefully 


affiliates 
And the 


US companies are now 
scanning the lists of thei 


abroad for material to import. 


NORWORTH 


} concerned with 
Victor and 


adding more 


viggest firms most 


classical music, notably 


Columbia, not only are 
foreign made recordings to their do 
mestic 
the 


catalogues but are 
US-made 


by building plants abroad. 


increasing 


sales of disks overseas 


officials 


which used to control the 


Most recording company 
ven those 
market—happily de 
There 


and some 


smaller prewal 


scribe the situation as a boom. 


may be greater competition, 


may come trom some pretty un 


ethical operators, but business has sky 


I 
keted and the 


of the recent prosperity 


ceiling is unlimited 

The causes 
ire varied but it is generally agreed 
t long playing records are the big 


single factor. Other important ele 
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ments are the growing enthusiasm for 
clasical music, the high-fidelity mania, 
and new marketing techniques 

When LP disks were first introduced 
in 1947, confusion and chaos ensued. 
Since no one knew which of the sev- 
eral new speeds the public would 
prefer, it was impossible to adopt a 
sound manufacturing procedure. But 
after a couple of years the public set- 
tled on two major speeds, 33 and 
45 rpm. This has made possible the 
complete, continuous recording of any 
musical work, at a reasonable price 
The old 


rpm system limited a recorded work 


and in convenient form 
to five or six minute “takes” and was, 
for long works, prohibitively expen- 
sive. Plus this, the 78 rpm records 
required large storage facilities and 
record-changers were expensive. 
Today a complete opera that used 
to sell for more than $30 on 78 rpm 
can be bought on three—and some- 
twelve-inch unbreakable 
disks at a cost of less than $20 Sym 
phonies which used to cost $10 can 


now be had for less than half that 


times two 


price and they don't require expensive 
changers or big storage racks—an im 
portant feature for the new musically 
minded public, many of whom live in 
houses or apartments with a limited 


amount of storage space 


HE combination of these factors 
pee spurred the recording of first 
class musical performances all over 
the world because it has tapped the 
American 


introduc 


huge buying power of the 
market and encouraged the 
tion of several versions of the same 
musical work. In the past, companies 
would carry just one performance of 


a given selection. It was considered 


uneconomic to go int mmpetition 
with vourself by releasing different 
performances of the same opera 01 


symphony the public, it was thought 
couldn't absorb more than one Che 
fact that a heavy, expensive work was 
in so-and-so’s catalogue deterred any 
other firm from recording it 

Now, with the market enormously, 
broadened, the public will—and does 

buy more than one version of a work 
and this has created a free inter 
change of matrices and tapes with 
foreign companies; the result is a 
great diversity of interpretations 

This increase in sales has become 
a two-way street. Although the United 
States has long been dominant in the 


fields of popular music and jazz, it is 
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only in recent years that it could boast 
a large number of outstanding clas- 
sical musical organizations whose re- 
cordings are of increasing importance 
in international exchange. 

The actual exchange of perform- 
ances is accomplished through the 
media of matrices, from which rec- 
ords are pressed, or recording tapes. 
These are produced by a great many 
record companies, ranging from one 
or two in some countries to dozens in 
others. The big American companies 
have subsidiaries through which they 
distribute their own product and by 
which they are supplied with foreign 
pertormances. 

To the outsider, one of the most 
interesting — and exasperating — fea- 
tures of the industry is the interna- 
tional label situation, which verges on 
chaos and gives the business its pres 
ent hugger-mugger character. This is 
the result of years of alignments, re 
license 


alignments, affiliations and 


igreements, and is compounded by 
local trademark and copyright laws. 

The confusion seems to be getting 
worse rather than _ better English 


Columbia and American Columbia, 


for example, have ended a long as- 
sociation; American Columbia will now 
be represented abroad by Philips of 


Holland. 


country will be put out by Columbia 


on Epic label, while British Columbia, 


Philips recordings in this 


no longer able to use that name in 
this country, is distributing on the 
Angel label. TI 
Master's Voice, has its records released 
here as H.M.V., Bluebird, and Victor. 

foreign markets 


In some 


e British company, His 


American 
Victor is releasing on its own label 


from factories newly built in Italy, 
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A typical import—the kind that 
LPs and mounting US appetite 
for classics has made possible. 








Greece, and Spain, but continues to 
release on H.M.V. in England. 

The labeling procedures of Ameri- 
can and British Decca, now unaffili- 
ated, call for the combined services of 
American 
Decca’s records are released in Eng- 
land as Brunswick, in Germany as 


a CPA and a skip-tracer. 


Polydor, and in France as Decca, dis- 
tributed by Fonior. The company im- 
ports masters by Parlophone, Odéon, 
Polydor, and Deutsche Grammophon 
and releases them here on the Decca 
label. English Decca, on the other 
hand, distributes its records here on 
the London label, 
countries on Decca, but on Spanish 


in most European 


Columbia in Spain. 

Only Capitol, a relatively new com 
pany, free of long-standing “foreign 
entanglements,” has been able to 
maintain any noteworthy consistency. 
It has arré inged that throughout the 
world, whether the record was pressed 
in Finland or Argentina, Young in 
Heart, by Frank Sinatra, carries that 
legend in English on the standard 
Capitol label. 

Among the major companies, Victor 
and Columbia are the biggest ex- 
porters of classical music, with Decca 
and Capitol leading in the popular 
field, followed by Mercury and Coral. 
All companies, however, are adding 
to their imported catalogues at a con- 
siderable rate. Even MGM Records, 
which is mainly concerned with do- 
mestic production and distribution of 
popular records and makes its masters 
available to foreign affiliates on a very 
casual basis, is building its catalogue 
of “popular classics” from abroad. 

The small independent concerns are 
interested primarily in importing clas- 


World 





EE fr RS Ee 








acm 


ates 
Ae 


“e yet ign l 
Py. ee 


























ne ee ee 


tan 


a els a 


OR 2 


sical music. They usially have limited 
catalogues, but individual items are in 
many cases superior. Some smaller 
companies, such as Classic Editions, 
Concert Hall Society, and Period, are 
issuing the meager amount of Soviet 
recorded music to be had in the US. 

FinM worth attention is Angel Rec- 
A ords. Formed only six months ago, 
Angel is far from a minor company, 
although its current catalogue lists 
fewer than seventy albums and rec- 
ds, Set up as a result of the divorce 
of American Columbia and British 
Columbia, it is the US outlet for Elec- 
tric and Musical Industries, Ltd., of 
England, one of the biggest record 
Although 
small, Angel has behind it the prestige 
and resources of EMI. It is run by 
Dario Soria, formerly of Cetra-Soria, 


combines in the world. 


an outlet for Italian operas recently 
bought by Columbia. 

Angel imports not masters or tapes, 
but finished disks England. 
pressed in the EMI plant at Haynes. 
hese records are sealed at the factory 


from 


and guaranteed to be free from 
scratches, dust, or audition wear. The 


covers, which include notes and 


libretti, are produced in France. Angel 
ilso markets slightly cheaper versions, 
which are unsealed and minus covers 

All of Angel’s recordings are new, 
which means that its catalogue will 


grow as additional recordings are 


made; it is not drawing on a reper- 


tory. The main aim of Angel Records 


is, as stated by Soria, quality in per- 


ormers, performance, engineering, 


ind manufacture. That this goal is 


achieved is evidenced by the 


being 


mments of the reviewers, some of 


whom have come perilously close to 
roing overboard on the subject. The 
reviewer for High Fidelity, a publica 


; 


tion concerned with only the best in 
that on all 


important counts Angel's Tosca is the 


recording, has decided 


finest recording of an opera to be 


produced on disk. As for manufacture, 


he refers to the surfaces of Angel’s 
Lucia as absolute perfection. 


Soria is slowly on the 


moving 
theory that too rapid expansion might 
easily affect the quality of his output 
He plans 


however, to import some 


French popular material, such as 


Edith Piaf and 


lrenet later this 


Charles 
Eventually, 
Soria intends to record here for distri 


songs by 


year. 


bution abro id, and at least some of the 


recordings will be American jazz, for 
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audience in 
Europe. Angel is an outfit which the 
rest of the industry is watching. 

One vastly irritating problem that 
bedevils the international record busi- 
ness is a sort of 


the limited but avid 


semi-underworld 
operation on its fringes. In this area 
piracy, bootlegging, unauthorized dub 
bings, and unorthodox distribution 
methods are common. 

It is not hard to go into the record 
business, and a number of people 
unhampered by ethics have done so. 
First you need 
next the 
have it 


a tape of a perform 
ance, necessary capital to 


manufactured into records, 
and then a briefcase in which to carry 
the records to individual retailers for 
sale. If you are unscrupulous, you 
don’t even need a tape: you can simply 
dub from a regularly released record 
and mislabel the end products. 
There are various ways in which 
tapes may be acquired. It is even pos- 
sible to record, say, a performance of 
the New York Philharmonic from an 
FM radio broadcast and come up with 
a tape of fair quality. Then, if you 
are larcenously inclined, you have this 
pressed, label it as a performance of 
the Vienna Dorfmusik Society, Hermes 
Feinschreiber conducting, and sell i 


at less than the going price. 


CASE in point happened not so long 
[\. ago. A major company, herein 
after referred to as Alpha Records 


pressed a comp] ‘te opera for a small 
company which shall be known 
Beta Records. Beta’s tape was sup 


\ ith Itali in 


the album 


posedly recorded in Italy 
stars and orchestra. After 
p yinted 
wrding hac 


was released, musicologists 


out that (a) no such rec 
been made in Italy and (b) the pet 


identifiable as 


formance was readily 

that of a US group most of whos« 

members were under contract to Alpha 
Leeds Music ( ympan\ has a dif 


ferent problem; it keeps running into 
performances of Soviet works about 


which it knows nothing, although it 


is the only authorized urce of Soviet 
tapes. In one case an 
company release d 


ndepe ndent 
1 Soviet 


is current 


} 
work bearing an amazing res¢ mblance 


to the only other recording of the 
work in this country—a 78 rpm album 
that is at least fifteen veal Id 
Another load of tapes turned uy 
ifter the war. European, and parti 
ularly German, radio stations broad 
cast a great deal of live classical musi 
ind in each case a tape r air checl 


vas made. Following the defeat of 


Germany, literally thousands of these 
tapes were just sitting around, often 
to be had in bulk for free or for 

few packs of cigarettes. Record com 
pany officials report that even today 
they are sometimes approached by 
persons unknown in the industry who 
want to sell a batch of tapes, origin 
unspecified. They expect these tapes 


to continue turning-up for years 


i Ops industry deplores such activities 
on three counts,;.other than simple 
morality. They 


represent unfair busi 


I 
ness practices and loss ot revenue 
they injure contract. arrangements and 
performer prestige;.and they bilk th 
public, since performance recordings 
are inferior to studio recordings, and 
dubbings from.other pressings lose 
great deal in quality 

No effective way-of combating this 
piracy and bootlegging has been dis 
covered. For one thing, performances 


And the laws 


situation are < 


cannot be copyrighted 


| — 
roverning the msider 
ibly behind the times. There has been 


no definite ruling, for instance, as to 


who actually owns a performance that 
has been put on the air. And it 
#ften difficult or impossible to prov 
+} f 


the identity of 


labeled disk. The 


] 


performer on a mis 
wild-catters can 
gally-sued for unfair business pra 


ces but their operations are so fl 


it they. often take French leave be 
re they. can be brought into court 
In spite of ill these problet thos« 
ngaged in the international record 
yusiness are-optimistic. Their profit 
ible labors are increasing, and no end 
to the public lemand is in sight 





Popular albums (see above) are 
also benefiting from the post- 


war boom in foreign recordings. 
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The Miracle That 


Italy’s Chronic P 


raALy, for many years one of Eu- 
I rope’s “have-nots,” is probably on 
her way to economic health, helped 
along by Mother Nature. Suddenly, 
and without anyone paying much at- 
tention, huge deposits of minerals and 
natural gas have been found within 
her borders. Before very long she may 
be able to stop importing fuel and fer- 
tilizer, and use her foreign exchange 
to buy the machinery she needs to 
modernize her manufacturing plant 

Adequate natural resources would 
mean many more jobs, a bigger food 
supply, and, in general, a greatly im 
proved standard of living. This eco- 
nomic phenomenon would also have 
1 major effect on Italy's political life 
1 rising standard of living would be 


the best possible answer to Commu- 


nist anti-democratic propaganda. 

Che resources that-can bring all this 
to pass are now being explored. 

An abundance of natural gas, lo- 


cated beneath her industria] areas, 


will give Italy a cheap fuel advantage 
over other European countries. In ad- 
dition, bauxite, lead, zinc, pyrites, 
sulphur and mercury are now being 
exploited, with underwater resources 
waiting their turn 

Primarily, it is this discovery and 
industrial utilization of methane nat- 
ural gas in the last few years that has 
completely revolutionized the power 
situation in Italy. It is changing ap- 
preciably—perhaps fundamentally—the 
prospects and the possibilities of Ital 
ian industrial development 

Scientific experts who have pros- 
pected Italy’s subsoil declare that the 
wells already in operation have re- 
serves that will allow an output of ten 
million cubic meters per day for at 
least twenty years. And these wells 
represent the tapping of only a frac- 
tion of the area that is capable of pro- 


ducing methane. 


56 


By MELTON DAVIS 


During the postwar years the de- 
velopment of production has been 
amazing. It rose from 17 million cu- 
bic meters in 1938 to 64 million cu- 

1946, and on to a 
whacking 3 billion in 1953. Better 
still, it is slated to double by 1956. 
In fact it exceeded the limit of 10 
million cubic meters per day which 


bic meters in 


was to be reached by the end of 1954 
by more than a million cubic meters 
during the first days of January. Al- 
ready Italy is producing five times 
more than France, Western Europe's 
next largest producer. 

The daily consumption of this im- 
posing quantity of methane is equal 
to the coal cargo of three 5000-ton 
ships a day, or 4.5 million tons of 
coal a year—more than a third of pres 
ent imports—an annual saving of 64 
million tons. 

In 1946, methane accounted for 30 
per cent of all fuel used for heating 
and burning purposes. Last year it 
accounted for nearly 90 per cent! 

A reduction in imports of coal has 
already taken place. While consump 
tion of energy during the last five 
years rose by about 50 per cent, the 
use of imported coal during the same 
period increased only 10 per cent, and 
is now under the prewar level. 

Italy must now bring her produc- 
tion of energy up to meet her needs, 
which have reached 30 billion kwh 
and which in 1960 will be about 50 
billion kwh. If reserves of hydrocar- 
bons proved to be in the neighbor 
hood of at least 400 milliard cubic 
meters, it would be possible to pro- 
duce 40 to 50 million cubic meters a 
day for 30 years. In that event it 
would be absurd either to build new 
hydroelectric plants at the great cost 
which these entail today or to use raw 
materials other than methane to pro- 
duce nitrates. Methane could also be 
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used advantageously on a larger scale 
for motor vehieles, especially if the 
present ratio between the weight of 
the fuel and that of the container can 
be reduced. 

As a matter of fact, methane is al- 
ready being used to produce electric 
power. At Tavazzano, near Milan, 
MSA funds helped set up the first large 
thermoelectric power station using 
methane. Last year it produced 600 
million kwh. Other stations will be 
built in due course and will help to 
lessen the often serious consequences 
of drought, frost and thaw. 


HE first discovery of natural gas 
tan in 1944 at Cortemaggiore, not 
far from Milan. Aft-r a period of rela- 
tive inaction, further discoveries were 
made in 1946, and again in 1948. 
The Ravenna field, opened in 1952, 
is perhaps the largest in Europe, and 
from its position it may be assumed 
that other structures located just to 
the west of it are also gas-bearing. 
New perforations made in the South 
of Italy and Sicily during 1953 prom- 
ise favorable results. 

A gasoline plant recently built at 
Cortemaggiore can process three mil- 
lion cubic meters of gas per day and 
can extract gasoline, propane, and 
butane. 

A network of pipelines, the largest 
in Europe, has been built to distribute 
the fuel. As of January 1, 1954, it 
consisted of 2100 miles of main pipe- 
lines connecting the natural-gas fields 
to the most important industrial areas 
such as the districts of Milan, Turin, 
Bologna, and Venice. 

It should be noted that every phase 
of methane production, research, and 
distribution is in the hands of a gov- 
ernment organization. As-a result of 
the promising new turn taken by the 
prospecting and exploitation of under- 
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This thermo-electric plant at Larda- 
rello used to turn out boric acid. Now 
it is a source of energy. The change- 
over is typical of the drive to de- 
velop all of Italy's power facilities. 























Italian 


mining legislation is undergoing far- 


ground resources, however, 
reaching changes. These will narrow 
down the choice to a government cor- 
poration operating nationally in com- 
petition with private enterprise or a 
government monopoly which will con- 
trol certain areas while others are left 
open for private business, 

Like many other European coun- 
tries, Italy contends that underground 
minerals belong to the state. However, 
the government, through the district 
mining offices of the Ministry of In 
dustry and Commerce, does grant ex- 
ploration rights and leases to exploit 
deposits that are located outside of 
the state-held areas. A private com- 
pany which locates and identifies a 
mineral deposit is given preference 
in exploiting it. Generally speaking, 
prospecting permits can be converted 


into exploitation concessions. 


raALys “underground” also appears 
| able to supply another important 
power source in addition to hydrocar 
bons: natural steam. 

Che only spring of endogene vapor 
in the world which is employed in- 
dustrially is in Italy, at Lardarello. 
Once it was used only to obtain boric 
icid, but now it supplies electric ener- 
gy. Improved mechanical equipment 
has greatly increased the geothermal 
electric production, which last year 
reached a record figure of 1.84 billion 
kwh, about 6 per cent of the country’s 
total production of electricity. 

Like methane, the 


lends itself to the production of energy 


natural vapor 


at low cost, but with this difference: 
the endogene vapor is inexhaustible, 
since it springs from the volcanic mag- 
ma, which is cooling at an infinites- 
imally slow rate. If enough vapor can 
be found, it will be an important fac- 
tor in the economy. Recent studies 


June 1954 


‘ ih 7 


ull 


make geologists think that Lardarello 
is not the only existing source of nat 
ural steam. 


As for oil deposits 1 new era is 


starting for Sicily now that oil p 


duction is a reality on the island. The 


discovery of oil would undoubtedly 
obviate much of th irrent unem 
ployment and otherwise benefit the r« 
o | ial nrod . 

gions economy rial production 
the Ragusa field points to an estimated 


I 


total of some 50,000 tons of oil per 
year. 

US authorities admit the possible 

, 

| 


existence of bauxite, manganese and 


other deposits in the South. Accord 
ing to another US source, the Italian 
mercury industry is probably the larg 


est potential producer vf this liquid 
metal in the world 

Use of natural gas as a raw material 
for production of chemicals has dé 
veloped during the last three years 
The big Montecatini combine is open 
ing a new plant to produce hydrogen 
from methane gas. 

A very large number of synthetic 


compounds can be obtained from m« 


at Phe 


so tar as Italy is concerned re svn 


most important of these 
I 


thetic rubber and nitrate fertilizer. The 


itter can be manufactured from me 


thane more economically in Italy than 
in any other Europe an country; in the 
space ot a tew ve irs. YU pel cent I 
Italy's nitrogenous fertilizer has beet 


»btained from natural gas 
Because of the abundanc« yt 


fertilizer, Southern Italy sl 


be able to materially increase its pl 
luction ot grain as well as ve getables 
' 


ruit, and fodder plants, which 


greater production 
of meat. As a result, there would be 


onside I ible 


toort 


ly 
iw yuld l¢ id to 


savings on imports of 
, 
ereals and meat 
co. ’ . 
The production ot low-cost powe! 
the most imnortant leme | 
j nost important element in indus 


ty in mean a new era particularly 


tor Central and Southern It ily 


, ; 
there has always been 


, 
where 
a short ige ol 


electricitv. Low-cost power will be in 


strumental 


n raising the standard of 


ing of all Italians, and thus will o 


tor + 


ra o stabilize the shaky political situ 


' 
ition that has been plaguing Ital, 
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HOME OFFICE & FOREIGN OFFICE 


W here Is Contro 
To Be Vested? 


SEA-CHANGE Of major proportions 
has come over a number of US 
firms which once confined their for- 
eign business to export from the US. 
Since the war they have begun to as- 
semble, or even manufacture, their 
products abroad. Some, like Procter 
and Gamble, have done this as a re 
sult of a top-level policy decision to 
expand overseas sales of present prod- 
ucts rather than enter new fields in 
the US. Others, when faced with re- 
strictive government regulations in 
some countries, have invested in local 
assembly or manufacture rather than 
abandon markets built up by export 
from the US 
In any case, the introduction or ex 
pansion of direct foreign operations 
has posed for top executives the cen- 
tral question: How should the for- 
eign firm be controlled and managed? 
Since management control is natural- 
ly tied up with ownership control, the 
inswer, of course, depe nds largely on 
the amount of control the parent com 
pany wishes to exert over its foreign 
branches or subsidiaries 
Such companies as Westinghouss 
ind Goodrich have chosen to expand 
ibroad through systems of licensing 
patents and by arranging technical 
contracts 4 few others have been 
able to retain considerable manage- 
ment control even when owning only 
1 minority interest in a foreign sub- 
sidiary. In most cases, though, a firm 
interested in the management contro] 
a foreign operation will insist upon 
| 


ywhership control 


In such firms. a prior que shon usu 
illy has to be unswered bef re a ce 
sion is made about the kind of 
SuUpeTVISOTY organizatio that will b 
required by the [ S parent. That ques 
0 is: What major policy decisions 


By E. R. BARLOW 


are to be reserved to the parent? The 
answer to this, since it will elicit the 
company’s existing management phi- 
losophy, will also determine how much 
control the parent wants over its for- 
eign operation. Here are the ways in 
which a number of firms with exten- 
sive foreign experience have tried to 
solve such management problems. 


What major policy decisions 
must the parent make? 


Most American companies restrict 
their foreign activities to the same 
general line of business in which they 
are engaged in the United States. 
There are cases, of course, in which 
products must be adapted to local 
conditions, and occasionally products 
are manufactured which are substan- 
tially different from the domestic prod- 
uct, such as General Motors’ Opel car 
in Germany. But only rarely does a 
firm enter a different line of overseas 
business 

When a US company decides _ to 
pattern its foreign activities on its do- 
mestic activities, it usually retains 
responsibility for decisions in the fol 
lowing management areas 

1. Products. Executives in the 
United States decide what | 
will be manufactured and sold by 


yroducts 


the foreign units. Their control ex 
tends to the addition or discontinuance 
of products, and to their quality stand- 
ards. By making its decisions on prod 
ucts in the United States, the parent 
prevents a local company from gradu- 
ally shifting into a business with which 
the parent executives are unfamiliar 

Further, by keeping the same prod 
uct lines, the parent's technical re 
search can be used by all foreign 


subsidiaries. A small company in a for 





eign country can thus obtain the bene- 
fits of research that would be pro- 
hibitive locally because of the cost. 

Product control also permits the 
US parent to export certain parts and 
materials to the foreign unit. The for- 
eigp company’s ability to obtain these 
parts allows it to manufacture goods 
that would be prohibitively expensive 
if complete local manufacture were 
required. The additional volume thus 
attained also helps to cut costs in the 
United States. 


2. Appointment and promotion of 
key personnel. By reserving its right 
to appoint and promote key personnel, 
the American parent can select men 
for a particular job by promotion from 
within the foreign susbidiary, by trans- 
fer from another subsidiary, or by 
transfer from the parent organization 
in the US. 

The small subsidiary thus gains the 
advantages of a big company because 
the choice of men for a particular job 
opening is not restricted to the two 
or three candidates who might be 
available within the subsidiary. In- 
stead, selection can be made from a 
number of candidates in far distant 
areas of the world, so that the chance 
of obtaining the best man for the job 
is improved. 


3. Financial information and ac- 
counting methods. All US firms re- 
quire their subsidiaries to submit an 
innual budget and monthly or quar- 
terly financial statements. It is not 
uncommon for companies to require 
uniform accounting procedure, al 
though accounting methods are not al 
ways uniform from subsidiary to sub- 
sidiary within an organization. In 
every case, however, the accounting 


methods are subject to parent ap- 
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proval. As a result, executives in the 
home office are able to become fa- 
miliar enough with operations in the 
subsidiaries to evaluate the perform- 
ance of men in the field. 








4. Growth and development. The 
US parent decides all questions about 
further expansion within a particular 
country. Home executives decide 
whether profits earned in a particular 
country can best be used for expan- 
sion purposes in that country or in 
some other part of the world. Thus 
foreign profits (subject to exchange 
\4 restrictions) are available for expan- 
sion in areas which appear most de- 
sirable from an overall point of view. 


How should a firm’s foreign 


activities be supervised? 

Some companies require that all 
decisions be made by the parent, thus 
leaving the men in the foreign units 
little room for discretion. Others re- 
quire that the home office be kept 
well informed about what goes on in 
the foreign concern, but permit th 
local managers considerable freedom 
Still others ask for very little infor 
mation from the foreign units and give 
the local good deal of 


responsibility and autonomy. In the 


managers a 


latter case, reliance is primarily put 
on a policy of “picking a good man 
: 





sidiary but permitting the local execu- 
tives to operate independently, seems 
to offer the best chance for maximum 
success overseas. 

In establishing methods of control 
over a foreign concern, it is important 
though the 


latter is in the same business as the 


to recognize that even 
parent, certain vital differences must 
be taken into account. 

\part from the effect of different 
customs, habits and language, most 
of the differences in operating a busi 
ness abroad result from the fact that 
the foreign subsidiary is usually much 
smaller than the parent. Although the 
foreign unit is a miniature of its par 


ent, there are 














and giving him his head many situations it 
This policy framework is standard As in the US, a foreign company which management methods appro- 
, j in most US foreign operations. With- can operate successfully with a policy priate to large American units will not 
in the framework, however, the de- of either tight or loose control. By and prove satisfactory in a foreign country 
x - . 
gree of parental control over day-to- large, however, the policy of requiring For example, it may be hard for an 
> day operations varies considerably. considerable information from the sub executive accustomed to thinking in 
I 
' CHAIN OF COMMAND 
? ° > * > . . . * 
’ How an efficient organization allows ideas to flow in both directions 
; 
PRESIDENT and BOARD OF DIRECTORS 
, of PARENT COMPANY 
: 
PRESIDENT or 
GENERAL MANAGER 
of FOREIGN DIVISION 
9 OPERATIONS 
Regional Regional Regional 
= Director Director Director 
; ees a \ PZ ye 
} LOCAL SUBSIDIARIES “ ~ 
, i 


President or 
General Manager 


of Local Unit of Locai Unit 


: 
} 
i 
t 


on n> es aca apt = 


bility for all operations overseas 
2. Regional directors responsible for all 


to head of overseas organization 








1. Foreign organization headed by a single individual with responsi 


activities in their area 

3. Each subsidiary headed by a general manager or president with 6. Stoff groups maintain 
complete responsibility for all operations of his company 

4. Direct line of authority from local manager to regional manager 7 


President or 


of Local Unit 


| Seles Manvtoctoring Fi Accounting Engineering | 


Parent Company Staff Can Advise Subsidiaries 
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SIGNIFICANT CHARACTERISTICS 


facturing, supply 


Export integrated 
xport responsib! 


5. Large staff organization in the home office to advise the general their areas 


and regional manager 
finance tc 
sidiaries in an advisory capacity 


domestic organization 
into general overseas operation 


on various functions such as sales, manu 


Staff also serves the various sub 
liaison with imilar functional groups in 
with head of 


various regional manager for xport nto 
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CONTROL continued 


terms of a national: US advertising 
budget to adapt his thinking to the 
restricted operation of a foreign unit. 
Then, too, while marketing methods 
may be basically similar, the marketing 
“mixture” necessary in a_ particular 
country is also likely to be different 
from what it is at home. Thus, al- 
though a knowledge of US marketing 
methods will be useful in establish- 
ing a local marketing program, the US 
program cannot be transferred intact 
to the foreign country. The same meth- 
ods can be used, but they must be 
adapted to local conditions. Similarly, 
adaptations will usually have to be 
made in manufacturing methods. The 
size of the market in most countries 
does not permit the use of the same 
type of machinery as in the US 
It is obviously not desirable for the 
American parent company to make 
all operating decisions for the foreign 
subsidiary because of the operating 
differences ot the smaller concern and 
its distance from home. On the other 
hand, undue dependence upon a sin 
gle individual—the local general man- 
ager—is the result of giving local ex- 
ecutives compl te operating freedom 
and requiring little operating infor- 
mation from them. This offers no sig 
nificant advantages over a policy that 
gives the local manager operating au- 
thority but also requires him to keep 
the parent informed of his operation. 
Since the kind of supervisory organ- 
ization which the parent firm requires 
is determined by the degree of con- 
trol it wishes to exert over its foreign 
units, US firms use a number of meth 
} 


1 
ods in organizing thei 


me offices. 


The foreign organization in the 
United States parent. 


If the firm exercises little manage 


ment control, there is no need for a 
foreign supervisory organization with 


in the US parent. Instead, the firm’s 


president assumes responsibility for 
the operation olf foreign branches and 
subsidiaries. If some control is to be 
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retained over various phases of pro- 
duction, marketing and finance, the 
US firm will have to have experts who 
can devote time to these problems. 
Even in cases where little day-to-day 
supervision is maintained, more people 
will be needed in the home office if 
the number of foreign operations be- 
comes large. 

But whatever the type of organiza- 
tion, the following things will have to 
be done: (1) supervision of the for- 
eign units; (2) direction of export 
activities to countries in which for- 
eign manufacture takes place, and to 
countries in which there are only 


> 


sales operations; (3) coordination of 
all overseas activities from a_ broad 
policy viewpoint, involving the allo- 
cation of funds, personnel, and ma- 
terial among countries; (4) main- 
tenance of a flow of information be- 
tween the parent and the foreign 
units, so that all units can take ad- 
vantage of new developments; and 
(5) keeping top management in- 
formed of the requirements and prob- 
lems of foreign operations. 

There are two basic ways in which 
the supervision of a foreign unit can 
be organized. The first sets up a single 
top executive at the head of a foreign 
division or corporation and makes him 
responsible for all foreign operations; 
the second splits up the responsibility 
for foreign operations among various 
top domestic executives. If the latter, 
a vice-president in charge of marketing 
may be made responsible for foreign 
and domestic marketing, or the job 
may be given to a vice-president in 
charge of manufacturing for foreign 
and domestic manufacturing. In either 
case, the firm’s president will be re 
sponsible for settling differences of 
opinion between top executives. 

When there is a separate foreign 
division or international corporation, 
a single executive responsible for all 
foreign operations is either given his 
own staff of experts with responsibility 
for production, marketing and account- 
ing, or the domestic executives are 
illowed to act in only an advisory 
capacity within their areas of com- 
petence. 

The growing trend toward the estab 
lishment of separate foreign divisions 
yr corporations with complete respon 
sibility for foreign operations is evi 
dence of the fact that this is the most 
efficient way of hand] ng an overseas 

| 


business. The need to delegate re 


onsibility for overseas activities to a 





capable executive, fully able to devote 
his time to foreign problems, is usual- 
ly the determining factor when a US 
parent firm decides to set up such a 
separate division or corporation. 

There are two more dangers that 
must be recognized and guarded 
against when setting up such separate 
foreign divisions: 


1. Executives concerned with do- 
mestic operations may have less con- 
tact with foreign activities than their 
overseas opposite numbers and thus 
may be more ignorant about and less 
interested in these activities. This can 
be particularly true of a company 
whose directors are also the company’s 
officers, in which case it may be hard 
to get the necessary funds and per- 
sonnel for foreign business. 

Some companies have tried to solve 
this problem by setting up an ad- 
visory committee made up of domestic 
executives but headed by an executive 
in charge of foreign operations; others 
have found that personnel transfers 
between the domestic and foreign 
operations often help to maintain ex- 
ecutive interest in both sectors. 

2. Because the domestic and for- 
eign businesses are kept separate, the 
foreign organization may fail to use 
the technical. skills available within 
the domestic organization. For ex- 
ample, an executive in charge of 
foreign activities may be faced with 
a problem in overseas market research, 
or in product research, or in produc- 
tion planning. Experts may be avail- 
able within the domestic organization 
who have often solved the same type 
of problem. Yet the foreign depart- 
ment may be so independent of the 
domestic organization that it does not 
try to obtain this expert domestic 
assistance. Such compartmentalization 
must be avoided if some of the prin- 
cipal advantages of the association of 
a group of companies in the same 
kind of business are not to be Jost. 


In sum, as American companies ex- 
pand the scope of their overseas 
activities, they will find themselves up 
against business problems familiar to 
them from their experience in_ the 
United States. To these will be added 
a set of problems peculiar to foreign 
operations. The problems are com 
plex, but not insurmountable. Since 
they are likely to be complicated, 
however, top management will find it 
advisable to give considerable thought 


to overseas management techniques. 
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What’s the world up toP 




















WASHINGTON: 


Alliance Still Firm 
After Scare Over Split 


THE OUTCOME of the recent spectacu- 


lar diplomacy on the Indo-China crisis, 
as Washington sees it, amounts to 
this: 
solidated a bulge in the global battle 


the Communist world has con- 


front, and the US has moved closer to 
Asia. 
The test of power, both actual and 


armed intervention in 


potential, showed that the free world 


could not deny the Communists at 
least a part of Indo-China. The Com- 
munists, for their part, have yet to 
show they can seize the whole salient 
that juts into Southeast Asia. 

On the other hand, the US came 
much closer to solo armed interven 
tion than is publicly realized. Such 
exercises have a conditioning effect on 
government policy and the national 
temper. The retreat from an extreme, 
even if the extreme is only talked 
ibout, is never all the way. 

It is 
vention at this time 
be undertaken 
While this 
brake 


distance to intervention is shorter now 


ilmost certain that anv inter 


would have to 
as a collective action 
circumstance acts as a 
the basic fact remains that the 
than it was 


But Washi 


tured by 


gton’s attention was ¢ ap 
there 
i “failure,” and 


blundered. It 


debates on whether 
had been a “defeat” or 
Dulles had 


missed two vaster meanings. 


whether 
First, for a historical split-second 
it the turn of the month, the Grand 
Alliance with Great Britain, which for 
more than a century has bulwarked 
\merican security, ceased to exist. 
Second, through the fissure, those 
who dared to credit their vision could 
catch a glimpse of 


in which the US 


a possible world 
alone, the alliance 
gone, could stand in the position of a 


second-class power ViS-a-vis the grow- 


ing mass of the Russo-Chinese Reds. 


Some dim perception of this came 
through to the 


din ry 


government. Extraor 
efforts were set in motion to 
rehabilitate the 


g vod. It sti 


look 


illianee Progress was 


1? 
ll seems desirable to take a 


at what 


h ippene d and why 
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What happened 


gressional 


Vy Con- 


Dulles 


he could 


largely 
pressure, was that 
| 

where 


got into a position 


neither negotiate nor, without allies 


fight. The allies, me aning prin¢ ipally 
ht without first 


W e could 


ullies could 


Britain, could not fi 


attempting to negotiate 
then do nothing, and the 
do nothing but negotiate without us 
At that point, the 


function. Absolute necessity 


illiance could not 


forced us 
then to cut in on ne gotiations we had 
lost much of ow power to influence 
Our allies 


ibout fighting if negotiatic 


could then tal vith wus 
mn failed or 
ittained, 


violated. On these terms the 


if a settlement, once wert 


allianc 


was glued together again and got un 


der way toward a more limited ob 


compromise and guarantee 


powe! play 


jective: 

The abortive whicl 
wrecked—that 
diplomati: sequence unfolded this way 


With 


Administration 


paralleled aud almost 


Congressional leaders, th 


explored the single 


handed use of [ S carrier based bomb 
ers in Indo-China. In this case, explora 
tion may be equated with 
That was the 


American 


idvocac \ 
high wate! 


interventionism. ( 


stipulated that any intervention must 


with our allies naile 


be collective 


advance to agreement o1 


down in 


specific contributions. Now, interven 
tion was still alive, but unilateralisn 
was not 

Dulles went shopping illies and 
guarantors. Had he rot them, the 





nark of 


onegress 


President would have asked Congress 


for a resolution authorizing him to 
commit US air and naval strength in 
Southeast Asia if he determined the 
national security required it. Coinci- 
lentally, the French said they would 
like both British and Americar 
craft to help Dienbienphu 


I 
ue of 


In the is 


‘ 


intervention, that request 


pe 


ume consolidated with the American 


xpl rations.” 
Neither Commonwealth nor Englis! 
| British inter 

without negotiation. Prime 
Minister Churchill publicly said: “No 

rhe project of immediate 
net sudden death. The US had flour 
ind sheathed it. That 


spectacle itself shook the alliance and 


pinion would permit 


vention 
interventior 
shed its sword 
unde rmined the Western posit 
stre neth at Geneva 


In Washington's vi mall t 


body 


> 
4 


Str ng ot nterventionist spr 


remains, led by Senator 
Knowland, Admiral Arthur W. Rad 


ford, and Assistant Secretary of Stat 


Walter S. Roberts They are } 
hief activists in China poli t 
believed they would a cept mum 
justification for hitting Red ¢ 


But Knowland demands partners 
hie t sk And the ther Joint ( 
erruled the Radford t!] | 
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+} r 
1ES1S 


sea powell were enough 


The whys of thes vhats 


id Dulles w is perh DS Ovel nfident 


ifter the display Western ur 


Dulles at Geneva 
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hie 


Grand Allia 


entree 


Panes 
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manding a coalition instead of leading 
it. He called for “united action” with- 
out asking those he wanted to unite. 
He seemed to forget that Britain is not 
just Churchill and Eden, but an alli- 
ance itself, the Commonwealth, which 
must be led and cannot be com- 
manded. 

There was no united American poli- 
cy. The National Security Council 
never made one. In the NSC’s default, 
action was guided by two questionable 
second-echelon positions: the Penta- 
gon’s, that Southeast Asia could be 
defended only in Indo-China; and the 
State Department's, that an accept- 
able negotiated settlement in Indo 
China was impossible and could lead 
only to the loss of the whole country. 

Politics intruded, and _bipartisan- 
ship faltered. Dulles played with the 
chauvinists among the Republicans. 
He publicly accepted in advance their 
restrictions about negotiating on recog- 
nition and UN membership for Red 
China. He invoked the “New Look”— 
the capability of massive retaliation— 
in a situation where it could not be 
ipplied and where its mere mention 
terrified our friends with thoughts of 
massive retaliation against them. 

The New Look had not been per- 
fected for brush-fire situations. It 

uild deal with open Chinese troop 


iggression in Indo-China. Its defini 


m did not cover the decisive build- 
up ot supplie s and the smuggling of 
cadres r ft chnicians he A- bomb is 
yuilt for arteries, not 1] 





Senator Knowland 


He want L partner 


Our performance generated new 
distrust of our impetuosity, and the 
legislative restraints on Dulles raised 
questions of his tactical capability. 
Rigidity may be good politics, but it 
is bad diplomacy. And our allies could 
see full well that Administration poli- 
cy was based in part on a determina- 
tion not to repeat the error it had 
charged against the Democrats in re- 
spect to the loss of China. 


@ IN THE WHOLE FIELD of foreign 
relations, not just Asian crises, the 
Administration's neglect of bipartisan- 


ship is becoming more conspicuous, 
more puzzling, and productive of more 
Democratic bitterness. It was a main 
theme of the Democratic national pow- 
wow in Washington early in May. 





Secretary Robertson 
He wanted intervention 


Democrats for the most part show 
an honorable restraint in their com 
ment on the Administration’s troubles 
abroad, Given the chance, they would 
be glad to substitute helpfulness tor 
passivity. 

rhe first impression had been that 
Dulles would be solicitous in this re- 
spect. He was practically born bipar 
tisan: a Republican grandfather and 
1 Democratic uncle had been Secre 
tarv of State. He had executed diplo- 
matic commissions for Democratic 
governments. He is intelle« tually com 
mitted to the concept of “nonpartisan 
ship” in foreign policy 

But nothing much happens. Demo- 


rats are “advised” and “briefed,” but 


Admiral Radford 


He wanted action 


claim they are not “consulted.” No 
Democratic counterpart today plays 
the role in the State Department that 
Dulles played yesterday. The Demo- 
crats in the Senate have been permit- 
ted to offer no Arthur Vandenberg to 
the Administration. 


@ SeNATOR StYLEs BRIDGES, pow 
erful as the Senate's president pro tem 
and Appropriations Committee chair 
man, never seems to lack embroil 
ments. He is named now (although he 
denies it) as opposing an ambassa 
dorial appointment for John Muccio 
former hero ambassador to Korea. He 
alleges that Muccio once remarked 
to a visiting Congressional delegatio: 
that we were fighting aggression, not 
communism, in Korea, and that the 
Russians were justified in arming the 
North Koreans. 

Despite Bridges’ denials, the fact 
remains that Muccio has been kept 
at a relatively routine task in the State 
Department instead of being out or 
the firing line where he has previous 
ly proved so useful. 

Apart from the fact that this is 
funny way to run a foreign servic 
consider some political circumstances 
Muccio was born in Italy. His home i 
in Rhode Island, a state with a larg 
Italian population. Those people ar 
very proud of him. Rhode Island ha 
a Senate seat at stake in November 
The story of Muccio’s treatment at R: 
publican hands is sure-fire campaig 


material for the coming elections. 
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Red China Recognition 
Disarmament Factor 


Tue Soviet prive to build up Red 
China as the colossus of Asia and thus 
win for Peking full recognition and 
great-power status is continuing in- 
side the UN as well as at Geneva. 
Soviet Delegate Andrei Y. Vishin- 
sky has made it crystal clear that no 
progress can be expected in the UN- 
sponsored discussions on disarmament 
of atomic 


and control weapons un- 


less the Mao Tse-tung regime is in- 
vited to participate. 

His insistence made it virtually cer- 
tain that the London talks would pro- 
duce no substantial agreement, at 
least in the immediate future. Never- 
theless, they can be expected to con- 
tinue, if only because neither side is 
willing to assume the responsibility of 
calling them off. 

Vishinsky, in his stubborn but un- 
successful fight for an invitation to 
Peking, used more than legalistic ar- 
guments about the Communist re- 
gime’s “right” to represent China in 
the UN. In a variety of ways, Mos- 
cow's Deputy Foreign Minister in- 
sisted to the disarmament delegates: 
no Red China, no world disarmament. 
Peking, he kept asserting, is now a ma- 
jor military power, and the West must 
accept that fact. 

Vishinsky knows perfectly well that 
the West at present, with the fate of 
Southeast Asia in the balance at Ge- 
neva and in Indo-China, is in no po- 
sition for any general disarmament 
discussions with Peking. 

But the Western their 
turn realize that if disarmament ever 


allies in 


gets out of the talking stage—an enor- 
mous “if’—they eventually must start 
thinking about how to tie in, or at 
least tie down, Red China. 

It was the Western powers them- 
selves who, in May 1952, proposed a 
disarmament plan under which the 
US, the USSR and “China.” as the 
largest military powers, each be lim- 
ited to armed forces totaling no more 
than 1.5 million men. 

British Delegate Sir Gladwyn Jebb, 


the Western spokesman, did not speci- 
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Holland’s Van Kleffens 
\ eX t 


Assembly president? 


} 


Formosa 


doubted he re 


fy whether “China” meant 
or Peking, but no on 
ferred to the latter. 

& THE LEADING candidate for the 
presidency of the next General As 
fact 
the only candidate so far—is Eelco N. 


van Kleffens, a lanky 
Netherlands Foreign Office. 


sembly session—as a matter of 


veteran of the 


Netherlands diplomats are openly 
campaigning for his election. The As 
sembly presidency is one of diplo 
macy's juiciest plums, and is regarded 
as an honor not only to the man and 
the country but to the region from 
which the president comes. 

No Western European has been in 
the president’s chair since Paul-Henr 
Spaak of Belgium presided over the 


first Assembly session back in 1946. 
Since then, at regular and special ses- 
sions, there have been three Asian 


presidents, three Latin Americans, and 
two representatives of British Com- 
So the Western 


European foreign offices think it is 


monwealth countries 


about time they had another chance 
at the job, and Dr. Van Kleffens looks 
like their man. 

Van Kleffens’ candidacy presented 
an awkward diplomatic problem. In 
the days of the Dutch-Indonesian 
fighting after the end of World Wa: 
II, he represented the Netherlands in 
the Security Council, where it was his 
job to try to do the impossible—hold 
back the diplomatic pressure that was 


building up in favor of Indonesian 





Moscow’s Vishinsky 


No disarmament without Mao 
nade pendence. Often he fought with 
his hack to the W il] and he it hie ed 
1 reputation for sharply worded 
speeches. 

Neither the Dutch nor the othe: 
members of the Western Alliance 
wanted to put up a man who would 
ot be icceptable to Asian powers 
vho would be attacked as a spokesman 
for old-fashioned lonialism. So care 
ful soundings were made as to how 


1] 1 
Woul pe re 


Van Kleffens’ candidacy 


ceived in Asian circles. The word that 
came back apparently was » hard 
feelings 

@ THe McCartrny-ArRMyY HEARINGS 
aS 


may not be an overwhelming TV suc 
cess nationally, but at UN headquat 


ters they are a smash hit. Many secre 


tariat members who could not have 
been lured into a UN session to hear 
1 foreign minister are spending il] 
their free time in front of press 
area TV set. 

In the delegates’ lounge, too, there 
has been a good deal of amazed chat 
ter about the whi le business Some 
delegates think the hearings ire a 


disgrace. One Asian said he was sim 


ply astounded at the idea that a Secr« 


tary of the Army, any army, would 
have consented to have his pi ture 
taken with a mere private, any private 
But a considerable number of del 
inmngs 


gates think that, while the 


unpleasant spectacl 


I 
yngratulate then 


may pe in 
Americans can 


1, . ] 
ive ) 


n living in a yuntry where 
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such a public airing of dirty linen 
can take place. 

“People in my country could never 
conceive of such a public hearing,” 
Then he added, 


ifter a moment’s thought: “I am sorry 


said one dele gate 


to sav.’ 

@ Tue cyances ane that a gentle- 
man called Felixburto Serrano will 
become something of a UN celebrity 
betore long. 

Senor Serrano has been appointed 
the new Philippine delegate. He has 
no diplomatic record and, as a mat- 
ter of fact, is believed never before to 
have left the Philippines. His appoint 


ment, the story goes, was a reward 


f supporting President Magsaysay 
last November's elections. 

But Senor Serrano will be a celeb- 
rity when he gets here. He has twelve 
children, apparently a UN record, He 
can get his scrapbook ready right now. 
Feature-story writers will line up out- 


side the nursery 


6 \Unirep NATIONS DOCUMENTS are 
. 
ot noted for being exciting reading 


} } 


laving poignant human interest. 


One category, however, occasionally 


loes produce some first-class copy 
the petitions sent into the 


Almost 


from the complaint of an 


Trustee 
ship Council. anything can 
turn up, 
American yacht builder about H-bomb 
tests in the Pacific to the marital prob 
lems of a chieftain with a score too 
many wives. 

Trustee 


Favorite petit nin the 


ship department these 


from a Swiss trader 


days 
Anton Weber 


now of Zurich, who lived and loved 


COoTnes 


n Tanganvika, which is under British 


1 


usteeship. seems fit with a 


native girl und iter he left the ter- 


lived 


ritory wanted her té join him. No end 


1] 
i tape de r departure. and 
] 1 
the trader complained: to the Trustec 
ship Coun 
(); } + ] ] 
f na] S lt aeye 
ved, was that t B h administra 


f ] 
muy, were 


id ick up t > D &s price t 


ut twenty nounds S56 The 


Swiss gentleman } ested indignant 


LATIN AMERICA: 


Will Guatemala Arbitrate 
Confiscation Payments? 


GUATEMALA’S RED-SUPPORTED govern- 
ment would consider appointment of 
a US-Guatemalan mixed commission 
to study compensation for the expro- 
priated United Fruit Company prop 
erties if State Department personnel 
were barred from taking part in the 
commission’s activities. 

Guatemalan Foreign Minister Guil 
lermo Toriello suggested this possible 
solution in announcing that his gov- 
flatly reject the State 
Department's demand for a payment 


ernment will 


of $15 million to the company, for 





Red-backed Toriello 
Won't pay $15 million 


225,000 acres of banana plantations 
taken over in February 1953. 

Toriello, until early this year Am- 
that, 


when he paid his farewell call on 


bassador in Washington, said 
Eisenhower, the President 
had stated that it would be 


7 


President 
“wise” 
0 name a commission, without State 
Department participation, to study 
the problem. 

He added that 
hower had remark after 
he had informed him that John Moors 
Cabot, then Assistant Secretary for 
Inter-American Affairs and now US 
Ambassador to Sweden, was a United 
Fruit stockholder, and that Secretary 


Dulle 5 


President Eisen 


made this 


tormet law firm represented 


International Railroad of Central 


America, a United Fruit subsidiary 

Toriello amplified his account o 
his talk to President Eisenhower b 
charging that “certain high State Ds 
partment officials” were waging 
“hate campaign” against the present 
Guatemalan regime, which he insisted 
was friendly to the US and not Com 
munist-controlled. 

He called the ciaim for $15 million 
an “attempt at interference” in Guate 
mala’s internal affairs, and insisted 
that the Law of Agrarian Reform, un 
der which many large native and for 
eign-owned estates have been expro- 
priated, was an “expression of the 
people’s will.” 


@ Tue opposition Radical party's 
unexpectedly strong showing in Ar 
gentina’s April 25 elections gravely 
alarmed President Juan Perén, who 
has decided in consequence that th 
nation will remain indefinitely under 
virtual martial law. 

Peron has announced that the “state 
of internal war” under which persons 
can be arrested on “suspicion” and 
held indefinitely without trial will b: 
continued until the opposition ends its 
campaign of “incitement to violence. 


« 


He placed on the “organized gangs 
of the Radicals the entire blame for 
the Election Day riots in which fow 
persons were killed. 

The “internal war” decree, imposed 
in September 1952, was lifted while 
the polls were open, but then placed 
in force immediately. 

It was under its provisions that Fed 
eral Police, a few hours after the vot 
ing ended, arrested four top leaders of 
the Radical party, held them incom 
municado for forty-eight hours, and 
then released them. 

The four were Crisologo Larrald« 
who, although he lost the Vice Pres 
dency to Perén’s candidate, Rear Ad 
miral Alberto Teisaire, amassed 2,200 
000 votes, or one-third of the total 
Ricardo Balbin, Radical Presidenti 
candidate in 1951; Rodolfo Carrer: 
ind Ricardo Sangiacomo. 

No Argentine newspaper was pe! 
mitted to mention either the arrests « 
although 


the release foreign corr 


spondents reported the incident fully 


@ ‘Tue resumption of normal pé 
litical life is expected in Colombia 
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the result of an appeal by the Liberals 
to the Conservatives to meet jointly to 
“strengthen the national harmony in 
cooperation with the government.” 

The appeal, which has the tacit 
blessing of President Gustavo Rojas 
Pinilla, stated that democracy could 
not function “without a basis of un- 
derstanding among the political par- 
ties asd between the political parties 
ind the government.” 

Agreement between the two parties 
is essential for the holding of the next 
Presidential election, scheduled for 
August. 

The Liberals were virtually out- 
last 
June, when Rojas Pinilla, in a blood- 


lawed for several years until 
less coup, overthrew the ultra-rightist 
regime of President Laureano Gomez. 
Gomezs attempt to oust General 
Rojas from the command of the Army 
touched off the revolt. 
Previously, guerrilla warfare had 


been raging throughout 


a) 


Colombia’s 
rural areas, with each side accusing 
the other of shocking atrocities. 
Popular dissatisfaction with the Go- 
mez regime had risen to such a pitch 
that only the Rojas coup averted full- 


S( ale civil war. 
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Anti-Semitism Weapon 
In Red Power Struggle 


ANTI-SEMITISM, at 





a discount in the 
USSR and its satellites since Stalin’s 
death and the repudiation of the spu- 
rious “Jewish doctors’ plot,” has once 
more become a major weapon in the 
Communist internal power struggle. 

Recent events in Rumania, Hungary, 


Czechoslovakia, and the USSR itself 
ee 


ndicate that the “rightist” followers 
ot Soviet Premier Georgi Malenkov 
ind the “leftist” supporters of First 
Party Secretary Nikita Khrushchev 


0th be 


Semitism in their 


may ittempting to use anti 
efforts to seize un 
challe nged authority. 

Phe developments in Rumania illus 
trate perfectly both the new situation 
ind the murky 


munist 


deviousness of Com 
intrigue. 

First of all, in mid-April, it was an 
that 


nounced Lucretiu Patrascanu 
postwar Communist leader imprisoned 


ince 1948 on charges of Titoism and 
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“rightist deviationism,” had been shot, 
that 


most of whom were Jews, had been 


and nine of his “accomplices,” 
sentenced to long prison terms 
Ostensibly, this 


orthodoxy and anti-rightism of Pre 


demonstrated the 


mier Gheorghe Gheorghiu-Dej, con 
Malenkovy man and under 
“leftist” fire 


It also pleased Rumania’s tradition 


sidered a 


ally numerous anti-Semites 


But, under cover of the Patrascanu 


case, Gheorghiu-Dej struck his real 
blow at the leftists. He called an emer 
meeting of the central 


gency party 


committee, caught his “leftist” oppo 


I 
nents off-guard, and ousted their lead 
ers from all top party positions. 

The chief 


victim—the unmourned 
Patrascanu 


was torgotten six years 


ago—was Deputy Premier Iosif Chisi- 


In ( zechoslov ikia 


purged former party chieftains recent- 


two groups ol 
ly were tried and convicted after long 
years of imprisonment. 

One was made up largely of Jews 
[he other consisted 
inti-Semitic Slovak 
d attempted te 


of traditionally 
nationalists who 


form a cell within 


party. The members 


| 
‘f the second group all were charged 


Communist 
with “Zionist conspiracy. 
In the USSR itself, the group which 
concocted the “Jewish doctors’ plot,” 
and which fell ifter 


Stalin’s death, is again raising its head 


into disgrace 

Semyon D. Ignatiev, former head 
the MGB (Ministry of State Se- 
curity held responsible for the plot 
has returned to public notice after 


everal years in the outer darkness. He 


has been appointed party secretary 





Premier Nagy 


Anti-Semitism 


nevschi, who lost his post as ictual 

head of the party secret it 
Chisinevschi also is so that 

Gheorghiu-Dej, whichever vay he 

jumped could claim to be anti-Semiti: 
A similar case occur! earlier 


Hungary, where Premier Imre Nas 


and party boss Matvas Rakos 
police chief Peter Gabor, a Jew 
another “rightist” straw in. sl 


charges ot cooper! ing Ww t 
unlamented Lavrenti Ber 

The two leaders ! t 

| +} ‘ . 
seives, thus strengthen hei 0 
tion against any comeback 
ist ind largely Jew sh (T] ) pure 


last yeal 


he lps kee p him in office 


the Bashkir Autonomous SSR, b 
] , 1 
preliminary step In his re- 
t the top levels of the ruling 
I 
At the same ne the MGB. made 
rdinate to Berias MVD after 
Stan leat! ; regaining independ 
tatus. Both se irity services, un 
ently under the present head 
MVD, Sergei N. Kruglov, have 
it ul let the mntrol otf a new 
{ ttee state Security headed 
' " ‘ | \ S 
| t is elj ed ¢ hy " \i 
il \ r 
Semitism bp ellit 0 
Mal 





























Books Are News 





Africa’s Dramatic Change | 





Tae Heart or Arrica, by Alexander 
Campbell. Knopf; 487 pp., $5 

BEFORE THE AFRICAN Storm, by John 
Cookson. Bobbs-Merrill; 279 pp., $3.50. 
Arnica: THe Ractat Issue. Edited by 
Joan Coyne MacLean (The Referenve 
Shelf, Vol. 26, No. 1). H. W. Wilson; 
198 pp., $1.75. 

Tue Sour ArricAN Way or Lire: Val 
ues and Ideals of a Multi-Racial Society. 
Edited by G. H. Calpin. Columbia Uni- 
versity Press; 200 pp., $3 50 


THe Peopie or Soutrn Arnica, by Sarah 
Gertrude Millin. Knopf; 337 pp., $4.50. 





Reviewed by 


Nicolaas Pansegrouw 


n MAPS of Africa made less than 
O a century and a half ago the vast 
expanse of the interior of Southern 
Africa was marked “unknown parts.” 
It was only during the second half 
of the nineteenth century that the 
interior of Africa was penetrated by 
explorers, and that virtually the entire 
subcontinent was parceled out as co- 
lonial dependencies of the European 
imperialist powers. Until comparative 
ly recently, tropical Africa was known 
to the outside world largely as a haven 
for big-game hunters and other ad- 
venturers, and as a source of raw ma 
terials. Scholars were interested in 
Africa primarily as the last stronghold 
of the quaint customs of “primitive” 
man. 

Today all this has changed dramati 
cally. Modern mining, industry and 
urbanization have penetrated the Af- 
rican continent and disrupted the tra- 
ditional native economy and society. 
New ideas and new emotions are stir- 
ring Africans from the Cape of Good 
Hope to the sands of the Sahara. For 
the first time in history, the world is 
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beginning to take note of the fact that 
Africa’s myriad peoples have human 
and political aspirations that go far 
beyond being hewers of wood and 
drawers of water, and that the vast 
subcontinent is potentially a major bat- 
tleground in the struggle for world 
power that is now raging (see “Can 
the White Man Stay in Africa?” by 
Vernon Bartlett on page 25). 

All this is reflected in the spate of 
current books which purport to “in- 
terpret” Africa to the rest of the world. 
Africa is clearly in transition, and so 
are writings about Africa. The epi- 
thets of the past—“dark,” “myserious,” 
“romantic,” etc.—are reluctantly being 
shed, and there is a curious hesitancy, 
even on the part of serious and able 
writers, to deal with African problems 
as if they merited dispassionate analy- 
sis devoid of sentimental frills. There 
is a persistent tendency to write about 
African affairs in a tone which is rem- 
iniscent of that adopted by the ad 
venturer-explorer of yesteryear, a tone 
which is faintly condescending if not 
downright patronizing. 


The five books at hand deal with 
Africa’s human problems. The first 
three take all of Africa south of the 
Sahar. as their terrain, while the last 
two de with the Union of South 
Africa only. 

Both Alexander Campbell and John 
Cookson are British-born. Campbell 
has lived in South Africa since 1937; 
he has worked there as a newspaper- 
man, and more recently as the Jo- 
hannesburg Bureau Chief for Time 
and Life. He has traveled extensively 
throughout the country south of the 
Sahara and has established an envi- 
able reputation as an astute observer 
and an honest reporter. Cookson’s: ma- 
jor opportunity to observe African 
affairs has been as English editor of 
the Overseas Network of the Belgian 
National Broadcasting Service (the 
Belgian equivalent of the Voice of 
America), based at Léopoldville in 
the Belgian Congo, from 1947 to 1952. 

Campbell's and Cookson’s books 
cover roughly the same material. Both 
are essentially reportorial presenta- 


tions of the human and political prob 
lems of Southern Africa. Cookson’s 
book is more restricted than Camp- 
bell’s since it excludes the Gold Coast 
and Nigeria, as well as Portuguese Af- 
rica. Both deal rather skimpily with 
French Equatorial Africa; neither dis- 
cusses French West Africa. 

Of the two books, The Heart of 
Africa is markedly superior in breadth 
and depth and knowledge. It is com- 
prehensive and systematic, a balanced 
study of the entire area which the au- 
thor discusses. The Union of South 
Africa, the Rhodesias, Kenya, the Gold 
Coast and the Belgian Congo are all 
of the greatest significance for the fu- 
ture of Africa, and thereby of the 
world, Campbell covers them thor- 
oughly, enlighteningly, and in the best 
tradition of responsible journalism. 

His style is eminently readabie, if 
occasionally somewhat overwrought: 
“The Gold Coast is about the size of 
Oregon. It hangs on the map of tropi- 
cal Africa like a strip of damp wall- 
paper.” But it is written in the con- 
text of the times; it comes to grips 
with the problems of the Dark Con- 
tinent which is so abruptly seeing not 
only the light of modern civilization 
but the effects of exploitation by the 
Western world. As a single-volume 
reportorial survey of Africa, its pres- 
ent and its future, Campbell’s work 
ranks high on the list of the best avail- 
able this season. 

Cookson’s Before the African Storm, 
despite its rather melodramatic title 
suffers by comparison from an over- 
dose of travelogue infatuation. It is 
striking that the author does not seem 
to have known any Africans as peo- 
ple. He speaks warmly of Belgian and 
French colleagues and friends, but his 
references to Africans are restricted 
almost exclusively to generalities. 

“Africans,” he says, for example, 
“are still in constant need of super- 
vision.” Or: “The African, left to him 
self, is a spasmodic and wasteful culti 
vator.” Or: “The African needs very 
little encouragement to lean on his 
shovel and fall into a revery; he wastes 
a great deal of time working with his 
mouth, and a gang of native laborers 
can be heard chattering within a ra 
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dius of hundreds of yards. Small won- 
der the quality of work is inferior.” 

What Africans, one feels moved to 
ask, is Mr. Cookson talking about? In 
a continent with so diverse a popula- 
tion, so many different tribes, tem- 
peraments, taboos and traditions, one 
must not generalize so freely. About a 
landscape, perhaps, yes—and this the 
author does with vigor and abandon. 
Too much so, frankly, for the taste of 
this reviewer; the personal element is 
overdone for a book which purports 
to be reportage. 

In Africa: The Racial Issue, we are 
presented with a volume of “read- 
ings,” or selections, published in a 
series which is intended to give “back- 
ground information and pro and con 
arguments” on specific subjects. Now 
the major advantage of such a book 
is that it can use articles by authori- 
tative writers which are generally in- 
accessibie to the average reader, Di- 
versity of point of view, authority, re- 
liability, and lasting value are among 
the virtues one seeks—and ought to 
find—in such a book. It is regrettable 
that almost none of them are present 
here: Africa: The Racial Issue is on 
the whole an unsuccessful venture. 

The editor, unfortunately, has in the 
main limited her selections to recent, 
popular, American sources: fifteen of 
the ’ first 
published in 1953. These sources in- 
clude Life, Current History, The Sat- 
urday Review (three selections, al! 
from the same issue), The New York 
limes, The New York Times Maga- 
and The Ne u Yorker. 


twenty-two selections were 


zine, 


© 

It is the more gratifying, therefore, 
to be able to report that two of the 
new volumes on South Africa eminent 
ly fulfill the promises of their titles. 
While remarkably similar in subject 


++ 


matter—both books have chapters on 
the major constituents of the popula- 
tion of the Union: the Africaners, the 
English-speaking whites, the Jewish 
the the Cape 
ind the Indians—The South 
\frican Way of Life and The People 
f South different 
are de- 


ommunity, natives, 


( oloreds 


Africa are entirely 
Both books 
cidedly worth reading. 

The South Life, 
edited by G. H. Calpin, is one of a 


n presentation. 
African Way of 


series prepared under the auspices of 
the International Studies Conference 
it the ind with the financial 


issistance of UNESCO Mr. Calpin is a 


re quest 
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Where We Came Ont, by Granville 
Hicks. Viking; 250 pp., $3.50. 

A cleanly written, perceptive yet hard- 
headed discussion about communism 
in the US, its depression-born appeal 
for the intellectuals, its changing for- 
tunes over the last three decades, how 
to fight it and how not to fight it. 
Mandatory reading for Senators and 
cabinet members. 


Seduction of the Innocent, by Fred- 
ric Wertham. Rinehart; 397 pp., $4. 
Shocking proof that comic books may 
pervert children by suggesting crimi- 
nal ideas, describing criminal tech- 
niques in detail, encouraging illiteracy 
and stimulating cruelty and deceit. 


Kesselring: A Soldier’s Record, by 
Albert Kesselring. Morrow; 381 pp., $5. 
Memoirs of the dogged German field 
marshal who commanded in Italy and 
in the final stand in the West, reveal- 
ing an appalling naivete concerning 
Hitler’s true nature and the standard 
German misconceptions about Ger- 
many’s role in recent history. 


Freedom, Loyalty, Dissent, by Henry 
Steele Commager. Oxford; 155 pp, 
$2.50. 

One of our ablest liberal historians 
illuminates such topics as loyalty 
purges, irresponsible public smearing, 
“subversive” organizations, guilt by 
association, and constitutional rights. 


From the Danube to the Yalu, by 


Mark Clark. Harpers; 369 pPp-s $5 


An important, < mtroversial book 
which gives an on-the spot account 
of the Korean armistice negotiations 


md the POW rebellion on Koje Is- 
land, as well as the General's ap- 
praisal of almost every fact of the 
Korean experience Well written. 


General Dean’s Story. As told to Wil- 
liam L. Worden by Major General 
William F. Dean. Viking; 305 pp., $5. 
An absorbing account by the cele- 
brated winner of the Congressional 
Medal of Honor of the early fighting 
in Korea, his thirty-five days of fugi- 
tive wanderings, anc. his three years of 
solitary confinement in a Red POW 
camp. Moving, perceptive and original 
in its analysis of how the Asian Com 


munists think 


Rum Jungle, by Alan Moorehead 
Scribner's; 181 pp., $3.50 

Surely the best report yet to come 
vut of Australia’s Northern Territory. 
Instructive on such varied matters 
as white ants, life around the Great 
Barrier Reef, a modern rocket range, 
iborigines, and the Central Australian 
desert 


The Secret Diary of Harold L. Ickes. 
Volume II: The Inside Struggle. Simon 
& Schuster; 759 pp., $6. 

Revealing anecdotes-hundreds of 
them—recording the intimate history 
of the Roosevelt administration from 
1936 to 1939, written in the Old Cur- 
mudgeon’s fine, free-swinging style. 


The Unicorn, by Virginia Moore. 
Macmillan; 519 pp., $6.50. 

The first full-length study of the phi- 
losophy of William Butler Yeats, in- 
cluding an examination of the great 
poet’s intellectual sources and much 
biographical material. 


The Men Who Ruled India: The 
Founders, by Philip Woodruff. St. 
Martin’s Press; 402 pp., $5. 

By telling the life stories of the key 
men in England’s 300-year rule over 
India, the author has produced a 
magnificent history of the subconti- 
nent. Historical writing at its best. 


The Secret History of Stalin’s 
Crimes, by Alexander Orlov. Random 
House; 366 pp., $3.50. 

Despite its sensationalism, this is a 
valuable behind-the-scenes account 
of the power struggles and purges 
during Stalin’s regime by a former 
Soviet counter-intelligence chief. 


From the 
University Presses 


The Struggle for Indochina, by El- 
len J. Hammer. Stanford; 332 pp-, $5. 
This timely and comprehensive study 
of Indo-China gives dramatic support 
to the view that more of the world’s 
major problems are concentrated here 
than in any other place on earth. 


China’s Response to the West, by 
Ssuyu Teng and John K. Fairbank. 
Harvard; 296 pp., $2.75. 

An authoritative account of the Chi- 
nese reaction to the invasion of West- 
ern arms, goods, persons, and ideas 
during the period from the Opium 
War to the advent of the Kuomintang. 


Benjamin Franklin and American 
Foreign Policy, by Gerald Stourzh. 
Princeton; 335 pp., $4.50. 

An inquiry into the factors behind 
Franklin’s conduct as America’s first 
diplomat. This study, by a young 
Austrian scholar, is the second in the 
valuable series on US foreign policy 
being prepared at the Center for the 
Study of American Foreign Policy, 
at the University of Chicago. 
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AFRICA 


(Continued from page 30) 
achieved? The most interesting ex- 
periment on the official level is the 
“7-7-7” policy adopted in Tanganyika, 
administered by Britain as a UN Trus- 
teeship. There are 18,000 Europeans 
in Tanganyika, 72,000 Asians, and 
7,500,000 Africans. The Europeans 
provide the money and “know-how”; 
the Asians are the clerks and small 
traders; the Africans supply the manu- 
al labor (in such interesting excep- 
tions as the coffee-growers’ coopera- 
tive of the Chaka tribe, Africans also 
provide considerable management). 
Each community is to have seven 
members in the Legislative Council. 

This equal representation may seem 
unfair to the African and Asian com- 
munities, but European mastery has 
been so widely accepted in Africa 
that the complaints 
against it have come from the Euro- 
peans. Naturally this particular form 
of partnership may not be acceptable 


only serious 


when Asian and African standards of 
living have greatly improved, but for 
some years ahead it will give the peo- 
ple of Tanganyika the chance to think 
of themselves together, as Tanganyi- 
kans first and only second as white 
Europeans, Asians, or Africans, 

In Kenya and elsewhere it is prob- 
ably too late to apply this specific 
solution. But, too often, reasonable and 
conciliatory statements are crowded 
out of the newspapers by irresponsible 
appeals to racial prejudice. For ex- 
ample, at the end of February 1954, 
the Capricorn Society made its first 
ippeal for members. Its sponsors are 
not woolly-minded and impractical 
sentimentalists, Spurred by the en- 
thusiasm of Colonel David Stirling, 
whose wartime exploits made him a 
legendary figure in Britain, some of 
the most solid and stolid British set- 
tlers have come out in support of his 
Society, and have pledged themselves 
to treat with absolute equality all 
civilized men of all races in Africa. 


The € Japricorn creed 


“Unless a harmonious basis for life 
in a multi-racial society can be found, 
and quickly, the chance of finding it 
will be lost forever. . . . We believe 
that the greater the number of Af- 
rica’s colored people that achieve citi- 
zenship, the greater will be the meas- 
ure of Africa’s stability. The 


June 1954 


Society does not suggest that the Euro 
pean attitude to the African has been 
wrong in the past, when there were 
Africans, but it does 
argue that the European attitude is 
becoming wrong in the present, 
could be 
future.” 


few educated 


and 


disastrously wrong in the 


Who are the people who support 
such sentiments? Not only Tshekedi 
Khama, former Regent of the Baman 
gwato tribe in Bechuanaland, and 
Chief Kidaha Makwaia, leader of the 
Africans in the Tanganyikan Legisla- 
tive Assembly; not only the leading 
Hindu in Kenya and the head of the 
Aga Khan’s influential Ismaili sect of 
Moslems; but, also, the Earl of Ports- 
mouth, president of the Kenya Ele« 
tors’ Union, and T. W. Tyrrell, presi- 
dent of the 
And 
the Council 


Tanganyika European 


remember, the Union 
to be 


holds of reactionary hotheads 


Council. 


and used strong 


Who is “civilized”? 
Nobody pretends that an accept- 

able definition of a civilized man can 

be drafted easily, but Citizenship 


Committees are now preparing t 
Africa 


and it is hoped that a definition will 


meet all over East and Central 


be agreed upon in time for the first 
convention of the Society, to be held 
in Mbeya, Tanganyika, early next 
year. Citizenship bills will then be 
drafted for submission to the legisla- 
tures of each territory. The most im- 
portant fact about this plan is that 
it was not drafted in London—it has 
been worked out in Africa by people 
of all races who look upon Africa as 
their home. 
° ° ° 

In the last resort the most serious 
question of all is how the Africans 
themselves can stand the strain, main- 
ly mental but partly physical, of pass- 
ing in little more than a generation 
from Stone Age to Twentieth Century. 

So much depends on the answer. 
Their 
so easily rob them of the foreign capi- 
tal thev if they are to 


ichieve their boundless new ambitions. 


flamboyant nationalism might 


need so b idly 


Continued failure by white men to reé 
member that the black man is their 
equal in the sight of God might so 
easily provoke, throughout Africa, a 


1 


return to the worst bestialities of 
paganism. My hope that Britain has 
a future in Africa rests upon the belief 
that SU 


many Britons working in that 
continent f 


to the ll 


now il 
est their ippalling responsibilities 


1 


nT ate 
appre late 





At attention, equerry holds Governor of Nigeria’s hat during cesemony ushering 


in partial self-rule. Nationalists want to hand him his hat for 


good by 1956 
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ASIA = (Continued from page 11) 
importance in South Asia-and the 
Middle East. But as long as‘the two 
nations remain at swords’ points—for 
whatever reason—unilateral efforts by 
the United States will further irritate 
their relationship. 

My purpose is not to argue the wis- 
dom of Pakistan military aid all over 
again, but to suggest that the program 
which is primarily required in both 
India and Pakistan is positive eco- 
nomic aid in nation-building. Success 
in democratic development will be 
the chief bulwark for any Asian coun- 


trv; this should be our deepest concern. 


For neutrals: gentle wooing 

Certainly in the “neutralist” na- 
tions of South Asia the only. common 
ground for mutual cooperation with 
the US is the kind of positive aid rep- 
resented by Point Four, backed by 
understanding and tactful diplomacy, 
and designed for the long-run in po- 
litical effect. If Point India 
had been in any way tied into a mili- 
tary program, let alone. subordinated 
to the military, it would have been 
turned down flat. In Indonesia this 
is exactly what happened: 


Four in 


a friendly 
Indonesian government agreed to ac- 
cept aid under the Mutual Security 
Program with a clause vaguely im- 
plying support to the West in the 
cold war. The popular uproar which 
promptly followed brought about the 
fall of that government*and it took 
months of patient negotiation to make 
a fresh start. 


At first glance this situation seems 


ridiculous, especially when a. country 
like India spends hard cash to buy 


irms in the United States. But free 


Asia's pride in its new independence 


is as significant a fact as is its continued 


suspicion of [ West 


colonialism it recently 


from whose 
escaped, 

with thoughtful policies 
and some good fortune. I believe. all 


this may be 


In time, 


put behind us and we 


can develop substantial unity on cru- 


Mean- 
must respect Asia’s inde- 
’ 


pendence ind try to join hands 


cial international problems 


while, we 
the positive project nm which the 
Third (¢ 


work with us, If we tn 


imp nati 


willing to 
to make them 


oe 

jump through hooy we shall fail 
} 

dismally and dramatically. At present 


will cheertu ymmit suicide 


— } ] 
iba e nahonalism 


and the neutralism to which they are 
committed. If their suicide might not 
also prove to be our own, there would 
be some case for letting them fry for 
a while in their own pride. But wheth- 
er we like it or not, and whether they 
understand it or not, our futures as 
democratic countries are tied together. 

Actually, once we decide to relax 
and enjoy their independent-style for- 
eign policy, we may find that its value 
in unleashing the power of Asian na- 
tionalism against Communist  en- 
croachments will outweigh the frus- 
trations. It is no coincidence that the 
Communist rebellions in Burma, Indo- 
nesia, the Philippines, and India were 
all promptly put down by these demo- 
cratic and newly independent govern- 
ments, and that only in Indo-China 
and Malaya, where there was no post- 
war independence, did communism 
make real headway. 

Moreover, if the South Asian coun- 
tries would join in a multilateral de- 
fense organization of their own, di- 
rected against any foreign aggression 
from Iran to Thailand, whether Com- 
munist or Western, such an alignment 
might do more to check communism 
than anything we could do. 


Defense begins at home 


To be sure, our military forces in 
a sense would be underwriting this 
position, just as the British fleet for 
half a century underwrote our Monroe 
Doctrine. But if South Asia proceeds 
toward a multilateral Monroe Doc- 
trine, I only hope that we shall be 
as wise as the British were in the 
1820s. At first, Britain had wanted us 
to join in a common stand against the 
European powers; but when our own 
anti-colonialism and “neutralism” led 
us to stand alone, the British realized 
that what they wanted most was not 
our willingness to accept British lead- 
ership, but our steadfastness against 
future aggression by Britain’s Euro- 
pean enemies in South America. 

Several nations in Europe have al- 
ready adopted this approach to the 
cold war. Finland, Sweden, and Swit- 
zerland all 


munist 


have recognized Com- 


China and refused to join 
NATO and insist on friendly dealings 
the Soviet 
has suggested that this means they 
ire pro-Communist “soft spots.” 


with Union. But no one 


If South Asia sueceeds in its demo- 
cratic effort to achieve internal sta- 


bilitv, then enough indigenous strength 


will have been generated to make it 
most unlikely that the Chinese or 
Russians as foreign aggressors, or 
native Communists as “fifth columns,” 
will be in a position to strike. But :f 
such economic, social and_ politica! 
strength is not built up during the 
next few years, then the discontent 
of South Asia will make that area so 
tempting that no amount of militar, 
preparations may be able to halt the 
advance of the Communist idea. The 
tragic collapse of China and the 
present debacle in Indo-China clearly 
demonstrate this possibility. 

History will waste but few sen- 
tences on what Nehru said about us 
or we said about him. But it will spend 
many pages describing India’s success 
or failure in building a free, united, 
independent stable nation. 

oO ° oO 

From this quick survey more ques- 
tions have been raised than answered. 
But the weakness of our approach to 
Asia seems to show up in each case. 
[t can perhaps be summed up as an 
over-reliance on military measures to 
solve complex problems that require 
bold political and economic solutions. 
[ wonder if this is not caused by a 
fixation on the moves of the Kremlin 
and Peking which keeps us from 
looking creatively at the two-thirds 
of Asia which is still free? 

I do not suggest that economic aid 
by itself, no matter how massive, will 
tip the scales. We also need to take 
off the political straitjacket which 
has controlled our Asian policy-mak- 
ing. We must come up with a new, 
tactful, flexible diplomacy which stub- 
bornly protects our basic interests but 
is willing to come to grips with the 
real origins of power in Asia. 

Above all we must recognize our 
own great sources of strength, our 
American traditions of anti-colonial- 
ism, frontier development and social 
reform, Whenever I spoke in Asia 
about Jefferson, Jackson, Lincoln, and 
Wilson and their struggles to create 
a better America, I could feel an elec 
tric current of interest and sympathy 
in the audience. This was the America 
they wanted to hear about. This was 
the America that created the reser 
voir of Asian good will that Wendel! 
Willkie reported so, eloquently in 1942 

When we find the strength and the 
wisdom to be true to our great tra 
not fear—fo1 

whole fre 
world will at long last be in tune. 


ditions, then we need 


America, Asia and the 


World 
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CORRESPONDENTS CABLE: 


WUs/hats Ahead 





MASSAUA — Emperor Hailie Selassie will soon sign 
an agreement giving the US and Great Britain the 
right to establish military bases in Eritrea, former 
Italian colony federated with Ethiopia after the war, 
in exchange for increased military and economic aid. 

Massaua will provide the Allied navies a new, 
modern base on the Red Sea, and the interior air 
and ground installations will replace those scheduled 
to be lost by Great Britain when the Sudan becomes 
independent or federated with Egypt. 


LONDON — If the Geneva conference ends in fail- 
ure, the British government will send two aircraft 
carriers to Southeast Asian waters and a force of 
Canberra jet bombers to Malaya. 

It also is considering transferring the Common- 
wealth Division, now in Korea, to Malaya to act as 
a strategic reserve for SEA'TO. 

The British will insist, however, that initial Brit- 
ish-US joint action in Indo-China be confined to air 
and naval support of the French Union ground 
forces. 

Under the plan, air-ground liaison teams would be 
stationed with the latter. British military experts 
believe French inexperience in the use of air sup- 
port has been one of the main reasons for the Vict 
Minh successes. 


BANGKOK — US-British efforts to convert Thai)and 
inte an anti-Communist bastion are meeting with 
little success because of the geographical difficulties 
and a three-cornered struggle for power among the 
Army, Navy, and National Police. 

The police at present hold the upper hand in most 
of the country, and seemed little concerned by the 
Communist danger, despite the fact that Indo-China 
is Thailand’s eastern neighbor. 

Even the fall of Dienbienphu and the develop- 
ments in Geneva have made little impression on the 
“manana” attitude that is prevalent throughout the 
country. 

In addition, roads and other communications fa- 
cilities are so poor that large-scale, coordinated 
military movements would be virtually impossible. 

Typical of the general Thai attitude was the 
indifference to the revelation that the navy lieu- 
tenant in charge of Phra Chula Prison, Mak Srith- 
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rip, had been arrested for using a navy motor tor- 
pedo boat manned by prison inmates to make pirati- 
cal attacks on fishermen. 


SINGAPORE — British authorities in Malaya are 
planning a renewed mass drive against the 5000 
Red terrorists in the Malayan jungles to counteract 
the effects of a possible cease-fire in Indo-China, 
which they fear will be interpreted throughout 
Southeast Asia as a Communist victory. 

The principal weapon employed against the guer- 
rilas will be rigid control of food supplies; no family 
may have more than two weeks’ supply of rice. 
Storekeepers also will be ordered to puncture all 
canned goods before sale. 

Past experience has shown this to be the most ef- 
fective anti-Communist measure because the jungle 
itself produces practically no food, and frequently 
air and foot patrols make it impossible for the rov- 
ing rebel bands to halt in one place long enough 
to plant and harvest a crop. 

Purpose of the drive will be to demonstrate that, 
whatever may happen elsewhere, the British are not 
getting “soft” and have no intention of losing Ma- 
laya by default. 


GENEVA — The Soviet delegation will give quali- 
fied approval to the partition of Indo-China at ap- 
proximately the Seventeenth Parallel if such a plan 
is proposed by Great Britain. 

Foreign Secretary Eden received assurances to 
this effect before leaving London. 


SINGAPORE — General James A. Van Fleet, former 
commander of the US Eighth Army in Korea, prob- 
ably will be named Allied Supreme Commander 
when the projected SEATO defense pact comes in- 
to existence. 

A British general will be made deputy supreme 
commander and a French general will be appointed 
ground forces chief. 

It is expected that headquarters of the new or- 
ganization will be established in Singapore. 


BONN — West German Chancellor Konrad Aden- 
auer, convinced that neither France nor Italy will 
endorse EDC in its present form, is expected to 
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propose a new form of West European military co- 
operation which would abandon integration, on the 
division level in favor of separate national: armies. 

These would serve under a joint general staff and 
use standardized arms and equipment. 


ROME — Premier Scelba’s Christian Democratic 
coalition government is expected to postpone gen- 
eral elections at least until next year because of omi- 
nous signs of a continued growth in Communist 
strength. 

A large number of municipal councils -recently 
have passed resolutions, obviously aimed at the US, 
condemning “nuclear weapons.” 

A new wave of Communist-led strikes is expected 
during the summer. 


LONDON — Formation of a top-level US-British- 
French standing military and political committee to 
coordinate overall Allied world strategy will short- 
ly be proposed by the British government. 

Purpose of the group would be to coordinate the 
activities of NATO, the proposed SEATO organiza- 
tion in Southeast Asia, and the projected Middle 
East defense bloc. 


BERLIN — Serious internal difficulties, are expected 
in East Germany during the next few months be- 
cause of the growing food shortage. 

A member of the State Planning Board has ad- 
mitted that the situation already is “critical” and 
“probably will be no better in the fall.” 


FRANKFURT — Some 60,000 East German miners 
have been mobilized to exploit newly discovered 
uranium deposits in the Thuringian Forest, just 
across the zonal border in East Germany. 
Refugees state that the area already has been 
cordoned off by the People’s Police, and that actual 
mining operations will commence in June or July. 


PARIS — Marcel Servin, described by pro-Commu- 
nist poet Louis Aragon as the “integre!] Communist 
man,” will shortly be named secretary general of 
the French Communist party. 

Servin will replace party leader Jacques Duclos, 
who took over the post temporarily when Auguste 
Lecouer was expelled for “ambition, clumsiness, 
hypocrisy and incapacity.” 


BONN — A group of members of the West German 
Parliament is expected to leave shortly on a “semi- 
official” and “cultural” visit to Moscow. 





























The deputation, while not openly sanctioned by 
the Adenauer government, is regarded as the fore- 
runner to possible establishment of diplomatic re- 
lations between the USSR and West Germany. 

West German businessmen consider such relations 
essential to the recovery of trade with Eastern Eu- 
rope. It also is hoped that they might pave the way 
for Soviet agreement to German reunification. 


LONDON — Extremist Aneurin Bevan, despite his 
resignation from the Labor “shadow cabinet” and 
Opposition Leader Clement Attlee’s threat to expe! 
him from the party if he continues to oppose US- 
British cooperation, is gaining alarming strength 
within Labor ranks. 

Some dozen former ministers and junior ministers 
are now supporting the Bevan “line” in Parliament. 


RABAT — Moroccan nationalists are planning a gen- 
eral boycott, patterned on those waged by the late 
Mahatma Gandhi against British rule in India, in 
an attempt to paralyze French Morocco. 

They will refuse to use French textiles, manu- 
factured goods and industrial and agricultural ma- 
chinery, ride in French-made buses or taxis, or even 
smoke French cigarettes. 


LONDON — A split over defense expenditures is 
developing in the British Cabinet. 

Chancellor of the Exchequer R. A. Butler is press- 
ing for a sharp reduction in military spending, which 
Prime Minister Churchill feels cannot be cut further 
because of the critical world situation. 


GENEVA — Soviet Foreign Minister Molotov is ex- 
pected shortly to propose a conference in Warsaw or 
Paris next October to arrange a European mutual 
security pact. 


NEW DELHI! — The Indian government is consider- 
ing “social security” for cattle, held sacred by the 
Hindu religion. 

The plan would set up “old age stables” for super- 
annuated cattle, and forbid their slaughter under 
stringent legal penalties. 


LONDON — Prime Minister Churchill will seek a 
personal conference with President Eisenhower to 
agree on joint US-British action in Southeast Asia 
should the Geneva conference fail to reach agree- 
ment on Indo-China. 

In addition, Sir Winston may delay his resignation, 
planned for June, because of the Far East crisis. 
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We are definitely entering the era of Cool War. 

This means that the Kremlin plans to avoid, at almost any price, in- 
cidents and adventures that might lead to a major war but does not want 
any concrete agreement with the West. — 

Such, on the world scale, is the pattern of present Communist policy 
as established by the Kremlin's new masters, Premier Malenkov and his 
supporting military triumvirs, Marshals Georgi Zhukov, Alexander Vasi- 
levsky and Vassily Sokolovsky. 

One major reason for their wishing to avoid war is the shock admin- 
istered by last summer's East German revolt, which showed them--and all 
the world--how flimsy the Soviet satellite house of cards - really is. 

The main motivation for spurning a general agreement is their deter- 
mination to keep Germany divided. For, more than anything else, they 
dread a rearmed Germany. 

Consequently no conference, whether of foreign ministers or--as en- 
visaged by Churchill--among the “heads of government,’ can be expected 
to bring tangible results. 

To prevent war, Moscow is making every effort to establish a ‘good 
neighbor Zone"’ along the western frontiers of the Soviet: empire to re- 
place the If n Curtain. 

In Finland, Communist votes saved Premier Urho Kekkonen's bourgeois 
government from overthrow by the Socialists. 

In East Germany, Field Marshal Friedrich Paulus, who surrendered at 
Stalingrad, has been liberated to woo back the masses to the discredited 
People’s Republic. 

The Kremlin also is seeking to resume normal relations with Yugo- 
Slavia, with Greece through Bulgaria, to negotiate with: the Vatican to 
ease religious tension in Poland, Czechoslovakia and Hungary, to court 
the Arab states by discreet anti-Semitism, and to win-over France and 
Other Western countries through commercial treaties and cultural 
exchanges. 

The dilatory tactics of the Kremlin suit the plans of West German 
Chancellor Konrad Adenauer. He does not want any agreement with the 
USSR now, even on. German reunification; he prefers to wait until West 
Germany has become strong enough, militarily and economically, to talk 
to Moscow in the language it understands. 

Such a time may not be too distant, since the technical organiza- 
tion and personnel for a powerful West German army are available when- 
ever the Allies give the word. 

Yugoslav leaders who claim a special insight into USSR affairs 
agree that, while the Kremlin is against any genuine settlement, it 
desires to avoid war because of growing stresses inside the satellites 
and the USSR itself. ,. 

But they warn that the West, and the US in particular, must be 
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“flexible” in exploiting this situation, since force or pressure would 
only strengthen the present.Soviet regime. 
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Reports from inside Red China insist that Mao, too, following the 
Moscow pattern, prefers continuance of the present stalemate, while 
avoiding renewal of actual-hostilities. 

His own reason is the realization that a united Korea would not 
be Communist, and he will never accept a non-Red neighbor next to Man- 
churia’'s power plants and factories, Red China's only modern indus- 
trial area. 

Chinese troops did not enter the Korean War until the UN forces 
under General MacArthur, after smashing the North Koreans, advanced 
toward the Manchurian border. 

The new Communist strategy is being put into action in a pink- 
curtained mud hut at Panmunjom. In the talks set up to arrange the pro- 
jected Korean political conference, they are trying to avoid the re- 
newal of hostilities but, at the same time, they seek to postpone a 
permanent Far Eastern settlement on the basis of mutual give and take. 

The UN delegate, New York lawyer Arthur H. Dean, former partner of 
Secretary Dulles, is attempting to smoke out the Communists by making 
every reasonable concession. 

He already has conceded one major point by offering to discuss 
attendance by neutrals, as the Communists demand, once time and place 
are settled. 

He may, as an alternative, propose India be invited as an 
“observer. " 

The belief persists despite Washington denials that the US, if 
present talks fail, will make a last-ditch proposal to replace the 
political conference by a seven-power conference, including the US, 
France, Great Britain, South Korea, the USSR, North Korea and Red China. 









































































Here is the inside story of how diplomatic failure on the technical 
level bungled the Trieste settlement. 

President Tito was to be told in advance of the Allied announcement 
returning Zone A, including Trieste itself, to Italy. But when the time 
came, chagrined US and British diplomats, who had not kept track of his 
movements, found that he was shooting chamois in the mountains--and 
could not be reached. Meanwhile the story leaked to the Italian press, 
which made the announcement seem like something concocted among the 
Allies and Italy and sprung without warning on Yugoslavia. 

To top the confusion, the US and Britain failed to state publicly 
that this was a final settlement, and Italy could expect nothing further, 
whereupon Premier Pella hastened to intimate that it was but the first 
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step inItaly's regaining the whole area, including Yugoslav-held Zone B. 
Settlement of the dispute, now that Yugoslavia has made it clear she 
will attend the proposed five-power conference without prior conditions, 




















The final solution is expected to be a slight territorial adjustment 
of Zone A to meet Yugoslav demands. Italy would get the rest, as the 
Allies announced, and Trieste city itself. Yugoslavia would keep Zone B. 








It is certain that neither country, however it may rattle the saber 






























via press and radio, is prepared to go to war over an essentially 
minor--if emotionally explosive--issue. 

Indicative of an eventual peaceful solution is that fact that con- 
ditions in Slovenia and Croatia, where a “war scare” drained the shops 
of food and other staples following the Allied declaration, are largely 
back to normal, with abundant supplies on hand. 
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The US-baecked plan for a Jordan Valley “TVA" is receiving serious 
Arab consideration despite bitter statements for home political con- 
sumption that “no Arab state will agree to the project, which is mainly 
for Israel's benefit.” 

The plan, submitted by Eric Johnston, special envoy of President 
Eisenhower, during his current Middle East visit, calls for separate 
bilateral agreements between the riparian states, Jordan, Israel and 
Syria, and the US--expected to underwrite most of the costs. 

This would bypass the major political difficulty, refusal of the 
Arab states to negotiate directly with Israel. 























. * * > * > 


Disagreement on timing between London and Washington is all that 
is holding up resumption of open negotiations to settle the Anglo- 
Iranian oil dispute. 

The US feels that the oil issue must be settled before Britain and 
Iran restore diplomatic relations, while Whitehall is. convinced this is 
putting the cart before the horse. 

The British argue that diplomats can be exchanged in a matter of 
days, while the oil talks--even with complete good will on both sides-- 
must take months. 

Pirst feelers for a settlement were put forward by Iran’s new pre- 
mier, Pazlollah Zahedi, through Switzerland, custodian of British in- 
terests in Teheran, at the suggestion of Shah Mohammed: Pahlevi. 

Basis for discussion in the negotiations will be British recog- 
nition of Iranian oil nationalization, return of British technicians 
to the great Abadan refineries, and marketing of Iranian petroleum 
products through an international board. 
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WORLD=CABLE has learned that the false Beria whose supposed escape 
created such a stir in September is a fugitive Georgian who convinced 
former Premier Mossadegh that he was the deposed Soviet Deputy Premier 
and security chief. 

The Georgian fled to Teheran from Soviet Azerbaijan late last sum- 
mer in the company of two secret police officials, comrades Mokradze 
and Gabbeguia. Mossadegh arranged for him to be flown to Spain via 
Switzerland by a wealthy South American who was seeking an Iranian oil 




















concession. 





To test his claim a secret rendezvous aboard the launch of a luxury 
yacht in the Mediterranean was arranged between the man and distin- 
guished Sdviet exile, Gregori Bessedovsky, former Soviet charge 





d*° affaires in Paris for many years, and an old acquaintance of Beria. 
Bessedovsky refused to identify him as Beria, stating that he 

seemed ten years too young, had much too big a chin, and spoke Russian 

with much too thick a Georgian accent. The self-styled Beriavis now 

en route from Spain to South America with his mysterious protector. 
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BUSINESS AND ECONOMIC EVENTS OF THE HOUR 


Trouble is brewing for US foreign economic policy in Asia and most 
cf it centers on Chinese industrialization. Cables from Hong Kong stress 
that nothing short of economic subjugation of Asia is planned. Pirst 
Hii step is conversion of China into an industrial colossus--something which 
| took Russia thirty years to accomplish. 

The process will be greatly speeded up for Mao since 100,000 Russian ad- 
visers will help him to avoid most of Stalin’s mistakes. Despite the 
fact that development has just begun, China has already become an ex- 
porting nation, requiring additional Russian warships to guard her sea 
lanes to Southeast Asian and Iron Curtain customers. 
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a} The fact that convertibility is some time off was the important--if 
undramatic--news that came out of the recent Paris meeting of the Or- 
ganization for European Economic Cooperation (OBEC). 

Germany, England, and the United States came in for most attention 
at the meeting. Germany seems to have settled an intramural discussion 
between Economic Minister Erhard--who wants immediate convertibility of 
the mark--and Finance Minister Schaeffer--who doesn’t. Schaeffer has 
convinced his colleague that Germany shouldn’t try convertibility until 
the free world has a larger degree of multilateral trade. 

England isn’t in a hurry to press convertibility. Butler’s pésition 
is that dollar and gold reserves are up, but aren't strong enough to 
support free exchange. 

Butler reflected the sentiment of the stronger OEEC members who, 
while preparing themselves for convertibility, are waiting for a push 
from the third key nation, the US. 

The “push” they seek is a firm declaration of a liberalized Ameri- 
can foreign economic policy--but they are realistic enough to know that 
the US statement (not expected before spring) may not be quite as 


liberal as they’d like. 
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Watch for a revival of giant private American loans to West Ger- 
many, last seen in the twenties. Germans need foreign capital to equip 
Ruhr industry and spark overseas trade, and they conversed privately 
about loan possibilities with John J. McCloy, Chairman of the Chase 
National Bank, on his recent visit. 











2 * * * > * 


Expect three major recommendations from the President’s brother, 
Dr. Milton S. Eisenhower, based on his 36-day mission to Latin America. 
1. Elimination of US tax impediments to private American investment in 
Latin American industry. 2. An educational effort on the part of the 
US to convince Latins that mere enactment of laws promising not to 
expropriate foreign capital and property will not attract such capital. 
3. Large scale help in providing transportation--especially highways. 


Tk. Sates 
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Why was the first Soviet reaction to President Eisenhower’s new proposal for peaceful 
international atomic development a fast rejection of the whole principle? 

In the opinion of experienced UN diplomats, Moscow was in a hurry because with every 
passing hour the President’s message, if not counteracted, might have penetrated more 
deeply the consciousness of people everywhere, creating a climate of world opinion over 
whelmingly favorable to the US offer. 

According to these diplomats, the speech’s political significance may be summed up in 
ie the following five points: 

1. To the American people: We have atomic superiority, but it would be vain to bank on 
it alone. Let us see if there is still hope of inducing the Kremlin to act reasonably. 

2. To the Russian people: America is eager to lay the-groundwork for a peaceful co- 
existence. The Republican Administration is an administration of peace. 
i 3. To the underdeveloped and neutral nations: Their interest will not be overlooked or 
L sacrificed indefinitely because of the cold war. They are not merely potential military allies 























| : (or opponents) but their needs are appreciated il their own rights. 

: 4. To the United Nations: The world organization is still the forum for basic international 
\% agreements, even if these are reached not through open debates but more subtle and more 
de classic diplomatic methods. 


a 5. To the free world: The mantle of leadership has passed from Sir Winston Churchill to 

. Dwight D. Eisenhower. 

| This message and initiative the Kremlin could vitiate only by rejecting the validity of the 
concept on which it is based. The intention is evident..Moscow wishes to persuade the world 
Z that only its own plans can lead to any kind of international agreement. This augurs rather 

| badly for even a slight measure of success in the coming Berlin conference. 








» . a - . +. * 
: The President’s UN speech completely overshadowed the Bermuda conference—which was 
. not too difficult a feat. 
: “The boredom at Bermuda has been so thick that you could cut it with a hammer and 
Sickle,’’ one of French Foreign Minister Bidault’s aides remarked on the closing day. 

What he meant was this: The three Western partners, Eisenhower, Churchill and Laniel, 
| Sat around for days without being able to devise new approaches to their common problems— 
because there was no new premise on which to base them. 

Last spring, when Churchill first proposed the conference, there was such a new premise— 
what Sir Winston called a new wind blowing from the steppes, by which he meant a possibly 
: | more amenable attitude on the part of the post-Stalin Kremlin. 
When, a few weeks ago, Moscow rejected an invitation to a Lugano foreign ministers’ 
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meeting, a fruitful subject for a conference on strategy again came into existence—the 
necessity for agreeing on a common attitude toward Soviet negativism. 

But Molotov’s latest note, by agreeing that the foreign ministers should meet, this time in 
Berlin, created a vacuum around the Mid-Ocean Club conference table. Por it made it 
necessary to defer until after the Berlin talks any agreement on French ratification of, and 
West German participation in, EDC—and thus eliminated the major subject on whieh fruitful 
discussion had been possible. 

Bermuda, as the vague and disappointing closing communique indicated, was no more than 
the waiting room for the Berlin express. 

In this sense, therefore, the initiative was—and still is—in the hands of the man who 
wasn’t there; the shrewd and stubborn Soviet Foreign Minister. 

While this initiative is negative in nature—it offers no untried ideas or methods for resolv- 
ing East-West differences—the text and timing of the note have made one thing clear, that the 
Kremlin’s policy now is containment in reverse. 

It wants to freeze the present intemational uncertainty until the psychological and econom- 
ic pressures on America’s allies softens them into making significant concessions to the 
Russians. Western European public opinion has been much less conscious of the realities of 
the cold war than has public opinion in the US. Also, Western Europe can support the 











economic burdens of the cold war much less easily than can America. In these circumstances, 


the Kremlin, convinced that time is on its side, seés no urgency for coming to grips with 
specific problems. Berlin, consequently, can hardly amount to more than another stage in the 
softening-up process. 

7. * * . . * 

Paris political circles say that, so far as France is concerned, Bermuda could not have 
aided Soviet plans better if Molotov himself had drawn up the conference agenda. 

The French are bitterly resentful because Bermuda failed to produce the Anglo-American 
military guarantees indispensable for ratification of EDC by the National Assembly, and also 
because Eisenhower and Churchill reportedly ran roughshod over the objections of Laniel and 
Bidault in choosing January 4 as the opening day of the proposed Berlin talks. 

Since the present Cabinet must resign by January 17, when the new French President takes 
office, this means that Paris can send to Berlin only a ‘‘caretaker’’ representative who will 
be unable to make any firm commitments, and consequertly will have little effective voicc 
in the proceedings. 

French leaders openly express the hope that Moscow, in its reply, will set a later date 

Failure of the US and Great Britain to provide the desired military guarantees has gret 
strengthened those who insist that France’s only alternative—to ensure the containment vi a 
rearmed Germany—is to revive its wartime alliances with the USSR, Poland and Czechoslo- 
Vakia. 

In these circumstances, Paris observers expect Molotov at Berlin to make a supreme effort 
to drive a wedge between France and its allies—and block French ratification of EDC—by 
accepting free elections for all Germany under four-power supervision. The Assembly ma- 
jority would welcome such a proposal, and consequertly no French representative would 
dare turn it down, 

The French are virtually unanimous in the belief that the USSR, deterred by the enormous 
nuclear resources of the US, is no longer a serious threat to Western Europe, while a re- 
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vived and rearmed Germany will menace France’s very existence. The general opinion is 
that the ‘‘essentially militaristic German nature, unchanged by defeat and foreign occupa- 


tion, is bound to pierce through and destroy the thin existing veneer of democracy as soon 
as Chancellor Adenauer dies.’’ 


* + * . * x 


Absence from:the’ Bermuda communique of any mention of the possibility of Communist 
China’s receiving UN membership and US recognition was of some comfort to Nationalist 
Chinese President Chiang Kai-shek and South Korean President Syngman Rhee, whose re- 
cent Formosa visit undoubtedly was inspired by fear of such an eventuality. 

But this was counterbalanced by the Allied insistence that ‘‘our policy continues to be the 
convening of the political conference’’ to ‘‘provide the means for reaching a peaceful settle 
ment’’ in Korea and the rest of the Far East. 

This apparently rules out any possibility that Rhee and Chiang would receive UN or US 
support in any military adventure. against Peking, but the two aging leaders, for whom time is 
running out, are reported preparing to gamble on an attack anyway in the belief that the 
powerful ‘‘China lobby’’ in America can force Washington to come to their rescue. 

Informed quarters insist that during their Formosa talks the two reached a secret military 
agreement calling for joint action following the expiration of the Korean armistice, January 
22, with Nationalist troops either proceeding to Korea to join the ROK forces in a drive 
northward or making their own attempt to invade the Chinese mainland by sea. 

But implementation of the plan hinges on US assistance when the time comes—and the con- 
sensus is that such aid will NOT be forthcoming. 

Opposition to Rhee’s visit and to the agreement by Dr. Wang Shih-chieh, secretary general 
to Chiang and the chief moderate among the Nationalist leaders, caused the recent political 
flurry during which most of the Nationalist Cabinet threatened to resign. 

But Chiang, influenced by his fire-eating son, Defense Minister General Chiang Ching-kuo, 
the most ardent champion of an invasion attempt, and his wife, who dislikes Wang for per 
sonal reasons, ‘‘persuaded’’ the recalcitrant cabinet members to remain, and ousted Wang. 


* * > . . > 























Bermuda, in Yugoslav eyes, was important only as a preliminary to the Berlin meeting, 
Which could, according to Tito’s top foreign policy advisers, open the way to a genuine—even 
‘* t+omporary—relaxation of international tension. 

ut the Belgrade experts warn that the Allies must enter the talks with their eyes wide 

1 to the fact that, while Soviet tactics have become more fluid to meet the changed inter 

onal situation, Moscow’s long-term objectives remain unchanged. According to them, ‘‘it 
iS Still a cold war, but one which Moscow is conducting more and more flexibly.’’ 

What Malenkov will seek at Berlin, they predict, is an agreement in vague, general terms 
which will commit the USSR to nothing permanent but will give the Kremlin relief from Western 
pressure while it seeks to split the US and its allies by preaching ‘‘national freedom,’’ 
‘*workers’ unity’’ and neutralism in general. 

To meet this, they add, the West—and particularly the US—must adopt equally flexible 
tactics and must work for ‘‘realistic’’ objectives. It is completely useless, they insist, to ex- 
pect the USSR to ‘‘surrender unconditionally’’ by demanding, as Senate Majority Leader 


Knowland did recently, that ‘‘Russia abandon not only Eastern Europe but the Baltic states 
as well,”’ 
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BUSINESS AND ECONOMIC EVENTS OF THE HOUR: 


The position of the Eisenhower administration—that the US could not contribute to any new 
international development funds—was dramatically reversed in the President’s speech to the 
UN on atomic energy. 

Back on October 14, US alternate-delegate James D. Zellerbach told the UN Economic and 
Financial Committee that this country could not subscribe to any new aid plans in advance 
of general disarmament. In his speech, the President proposed that the UN immediately set 
up an Atomic Energy Agency that would receive fissionable material from producer countries 
to be used in developing agricultural, medical and electrical resources. When that program 
was under way, disarmament discussions would start. Eisenhower made it clear that any 
partner would find the US a ‘‘not unreasonable or ungenerous associate.’’ 


* * * > * * 





To Southeast Asians, solution of their tremendous economic problems is more vital than the 
military-political measures emphasized by the Western allies. Among the problems are the 
slump in demand for rubber and tin and the bumper rice crops, which are causing a marked 
drop in national income for such key nations as Indonesia, Thailand, Burma, and Malaya. 

Less defense aid and more economic aid is the only answer, according to these sources, 
if further trade agreements like the one Indonesia recently signed with China are to be headed 
off. If the West does not come up with some program that will absorb the products of the area, — 
the producer nations will be forced—whether they like it or not—to increase their trade with 
the Communists, who are eager to buy many of the commodities in question. Part of the 
willingness to buy these surplus products is based on actual need, but much of the Reds’ in- 
terest can be traced to the fact that if they do become Southeast Asia’s best customer it will 
be a lot easier to exert political control there. 

7 . . « e . 

Mao is using economic strategy to bind North Korea to China. The recent trip by North 
Korea’s Marshal Kim II Sung to Peking resulted in a ten-year treaty under which China will 
develop transportation, communications, light industry and agriculture north of the 38th 
Parallel. Apparently the Russians will concentrate their aid in the field of heavy industry. 

In addition to the long range development program, China will supply emergency items 
needed immediately, such as foodstuffs and consumer building materials. 


* * . * * * 








West German industrialists are unlimbering their guns in defense of cartels. The first blast 
was directed at Ludwig Erhard, Minister of Economics in Bonn, who wants to maintain the 
anti-cartel decrees imposed by the Allied occupation. Most outspoken among sharp opponents 
of any new anti-cartel law is Fritz Berg, president of the association of German industrial- 
ists. Berg insists that not cartels, but their misuse, should be attacked. 

- 2 os * * 

A Cologne banker and intimate of Chancellor Adenauer, Robert Pferdmenges, has declared 
that West German’s housing shortage can be licked by private enterprise and capital without 
present state subsidies, provided rentals are doubled. He also demands tax alleviation for 
stockholders and abolition of tax-free exemptions for life insurance payments. Pferdmenges’ 
challenge to the prevailing philosophy of government intervention is a seriously disturbing 
element in the present Adenauer coalition, 
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Crucial developments affecting the diplomatic and military interests of the US are in the 
offing all across Asia from South Korea to Suez. Inside reports obtained by WORLD corre- 
spondents around the globe herald the following major events: 


Indo-China, today, is the world’s most explosive danger spot. The dramatic march of Ho Chi 
Minh’s Communist-led troops across Laos to the border of Thailand—predicted in the December 
issue of WORLD—may not mean much strategically. (Hanoi, the major French base in the 
north, always has maintained communication with Saigon in the south by sea and air, 
and so is not affected by the “cutting of Indo-China in two.”) But the drive to the Mekong, 
according to both French and Viet Minh sources, is the opening move in a general Viet Minh 
offensive in Indo-China which will involve hundreds of thousands of soldiers on each side. 

The consequences of this could be incalculable. 

Southeast Asia is filled with rumors that US troops may be thrown into the struggle and, 
according to these stories, the 2nd Marine Division has been earmarked as the first American 
unit for possible involvement. 

Despite French Foreign Minister Bidault’s statement early this month in the National 
Assembly that France wanted increased US aid—but not active participation by American 
forces—it is known that feelers to obtain just this were put out by the French at Bermuda. 

Two of the most influential Paris newspapers, Le Monde and Figaro, which usually take op- 
posite sides on questions of policy, now are calling for armed US intervention. 

Peking has let it be known that, if Washington decides on intervention, an army of 300,000 
Chinese “volunteers” will immediately drive south across the frontier. 


Since such a conflict would dash the last hope of an East-West detente and would run counter 
to the current Communist strategy, it is believed that Ho Chi Minh’s aim is to launch a blitz, 
conquer as much territory as he can, and then immediately make an official peace overture 
—all this before France’s allies have time to intervene. 

US officials, who are convinced that, despite Indo-Chinese nationalism, any peace short of 
victory will lead inevitably to a Communist-controlled Indo-China, are working desperately 
to prevent a French compromise—but their prospects of success are not great. 

Even more alarmed are the ruling groups in the three “Associated States,” who know that 
any compromise with the Viet Minh means their own extinction—since Ho does not recognize 
their existence and they have little, if any, popular support. 

The Viet Minh compromise peace offer, expected before the Berlin conference opens Janu- 
ary 25, will, from the viewpoint of Communist world strategy be another effort to split the 
West. France will be eager to accept, the US will be adamantly hostile, and Great Britain, 
taking a calculated risk, may support the French rather than the American position. 

The situation is ticklish not only for France and the US, but for Viet Minh chieftain Ho. 
He is completely dependent on Red China for arms and supplies, and yet the great mass of 
his followers—and probably the passionately nationalistic Ho himself—hate their Chinese 
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“allies,” 


who have menaced Indo-China al] through history, long before the French came. 
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Ninety per cent of the Viet Minh forces, according to former UN General Assembly Presi- 
dent Carlos Romulo of the Philippines, are nationalist rather than Communist, and only 
accepted Chinese aid and leadership when it became clear following the expulsion of the 
Japanese after the war that neither the UN nor the US would help them set up an inde- 
pendent nation free of French domination. 

The dynamic Philippine leader stated recently that, had the US failed to give his country full 
freedom after the war, he might himself now be called a Communist because he would be 
“fighting for Philippine independence.” 
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In Korea, the armistice will settle down into a permanent armed truce, with no prospect of 
unification in the foreseeable future whether or not the projected political conference ever meets. 

This is the conclusion reached by the top US officials and experts on the spot and in 
Washington, including Admiral Arthur W. Radford, Chairman of the Joint Chiefs of Staff, 
UN Commander General John E. Hull, Eighth Army Commander General Maxwell D. Taylor, 
Arthur H. Dean, UN representative in the abortive talks to arrange the conference, Assistant 
Secretary of State Walter S. Robertson, Ambassador to South Korea Ellis A. Briggs and 
Representative Walter S. Judd, Republican Far East expert. 

This estimate of the situation, approved by Admiral Radford and Generals Hull and Taylor, 
is the basis for President Eisenhower’s decision to withdraw two divisions from Korea. If 
hostilities are renewed, not Korea but China itself would be the probable main theater, with 
the US employing atomic weapons. In addition, Taylor, the field commander on the spot, is 
convinced that the Chinese are slowly withdrawing a considerable portion of their forces. 

At the last minute, however, the departure of the 35,000-odd US troops, planned to take 
place as soon as possible, was postponed until after January 23. This is the date when the 
Communist POWs who refuse repatriation are scheduled to be released by the Indian troops. 

US authorities fear, not so much Communist intervention, as an attempted coup on the part 
of the South Koreans. Syngman Rhee is bitterly disappointed by Washington’s apparent ac- 
ceptance of the continued division of Korea. Persons very close to the highly emotional ROK 
President warn that he plans to order his US-equipped army north on the “great crusade” 
whenever he feels the time has come—be it in three days, three months or three years. 

Despite public amicability, there has never been any love lost between the ROK President 
and US officials, as WORLD reported in its November issue. 

For example, Rhee supporters are sedulously spreading the rumor that Secretary of State 
Dulles’ former law firm, Sullivan and Cromwell, in which Dean is a partner, represents clients 
who hope to recover properties in countries now Communist-controlled. This, they state, 
is the main reason why Washington does not support ROK ambitions to the hilt. 

Rhee himself is under the delusion that, when and if he strikes, he will have the approval 
of the majority of the American people, and this will force Washington to back him. Any 
reports from the US to the contrary he dismisses as obviously Communist-inspired. 

His affection for US officials is not increased by the fact that most Americans in the Far 
East, including Dean, grimly and reluctantly are coming to the conclusion that the time has 
come for Washington to make some kind of terms with Peking. 


* * * . * * 


In Cairo, half across the world from Korea, Egypt’s new nationalist government plans to 
issue a declaration of “neutrality” in the East-West conflict, thus aligning itself with such 
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“footloose nations”—in the phrase of Britain’s Aneurin Bevan—as India, Indonesia and Burma. 
Principal reason is Egypt’s desire to “punish” the US for refusing to press Great Britain to 
surrender unconditionally in the Suez base dispute as the price of Egyptian adherence to an 

Allied-sponsored Middle East defense pact. 

The Eisenhower administration rejected the Cairo move as ollt-and-out blackmail, and thus 
caused Egypt’s acting Premier, Gamal Abdul Naser, to declare angrily that US promises were 
“deceptive drugs.” 

Cairo’s new course toward neutrality is also motivated by its jealousy of Pakistan, which 
on the strength of the promised US military assistance is rapidly assuming a position of 
leadership in the Moslem world, a position Egypt considérs rightfully her own. 

The Arab League, of which Egypt is the seat and titular head, has thus become a new 
battleground in one phase of the East-West struggle, the Western attempt to build a free 
world front against communism and the opposing effort by Indian Prime Minister Jawaharlal 
Nehru to form a bloe of Arab and Asian nations “actively independent” of both Moscow and 
Washington. 

New Delhi's ambassador to Cairo, Sardar K. M. Pannikar, has been the major personal 
influence in pushing Egypt’s ailing President and Premier,, Mohammed Naguib, and his am- 
bitious deputy, Naser, into the Nehru orbit 

Hgypt’s increasing anti-Western tendencies are linked with the growing eclipse of Naguib. 
His severe heart condition confines him to bed most of the’ time and promotes the rise of the 
radical Naser, who in Naguib’s absence has a free hand in deciding policy. WORLD can reveal 
that Naguib will soon hand over the premiership to the younger man, retaining only the nominal 
office of President. 

Pannikar, who is scheduled to retire from the Indian diplomatic service shortly, wants 
to crown his career by wrecking Western efforts to organize a Middle East anti-Communist 
defense bloc. 

But Pannikar’s efforts are meeting with much less success with the other Arab League states. 

Saudi Arabia is a firm friend of the US, and Jordan, Iraq and Lebanon are too weak and too 
much aware of the menace of communism to risk losing American assistance. Potent pro- 
Western influences also are Pakistan and Turkey, the strongest powers with Moslem popula- 
tions despite the claims of Egypt’s vainglorious nationalism. 


* 7 * * * * 


An all-out effort by Nehru to put his “neutralist” bloc on a formal basis is expected at 
the projected conference of the Prime Ministers of India, Ceylon, Burma, Indonesia and Pakis- 
tan, which has been invited by Ceylonese Prime Minister Sir John Kotelawala to convene in 
the near future. 

But only Burma and Indonesia are expected to go along with him, since Pakistan is actively 
hostile to the idea and Ceylon does not weleome Indian attempts at leadership. 

Nehru’s position internationally is being complicated by the growth of a potential Chinese 
menace along his northern frontier—particularly in Tibet—and by mushrooming Communist 
influence at home, particularly in southern India, where the ruling Congress Party barely re- 
tains the balance of power. 

Ominously, the Indian Communist party at its recent congress retained in office its 
secretary general, Ajoy Kumar Ghosh, just back from six months in Moscow. 

It was expected that, in accord with the recent party line of “legal” agitation, he would 
be replaced by P. C. Joshi, a passive-minded moderate who formerly held the post. 
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BUSINESS AND ECONOMIC EVENTS OF THE HOUR: 


The strategic position of the Western Allies in the Mediterranean stands a good ehance of 
being bettered by the recent discovery of oil in Sicily. Shortly after oil was found the island 
government passed a law encouraging foreign mineral research, 

In all, seven companies from four nations, with a total investment to date of approximately 
$20 million have begun explorations in Sicily. Gulf Oil has spent the most so far and has gotten 
concessions for more than 250,000 acres. If the deposits live up to first tests—which were almost 
uniformly good—there will be a large new supply of oil right in the path of the present route 
from the Middle East to Gibraltar. Although there is a glut of.oil in the Western world today, if 
a flare-up in the Middle East should threaten nato’s supply, Sicilian oil would be a godsend. 
The advantage of Sicilian oil is the island’s proximity to markets. Its discovery will strengthen 
Italy’s economy by providing this material-starved nation with a domestic source of a 
commodity that has been costing her valuable foreign exchange. 


* * * % BS % 


Brazil’s President, Getulio Vargas, threw a scare into private power companies operating in 
his country by saying they would face expropriation if they “got in the way of the new 
electrification plans” he has drawn up. First reaction came from Henry Borden, Canadian 
head of the Brazilian Traction Co.—a company which has heavy investments by Canadians. 
Borden said he was not alarmed by the situation in view of Brazil’s growing need for power. 
He announced that his company would not pay its usual 50 cents dividend, but instead would 
enlarge its cash resources to pay for an expansion program now in progress. 

The passing of this dividend must have appealed to Vargas, since it would have been paid 
in hard currency—now extremely short in Brazil. The fact that the money will be used to 
increase sources of power probably was also to the Brazilian President’s liking and certainly 
indicated that at least one company was not going to “get in the way of his plans.” 

Incidentally, American capital and know-how are fast modernizing the processing, whole- 
saling and retailing of foodstuffs in Brazil—and making fat profits for the businessmen in- 
yolved. A young American built and opened Sao Paulo’s first supermarket with $20,000 in 
exactly four and one-half months. He serves 100,000 customers a month, plans another market 
this month. A young Brazilian, who studied the business in the US, opened the city’s second 
supermarket with $200,000 capital raised from wealthy Brazilians. Within a month he was 
doing $30,000 business a week; he is now planning to start a chain in Rio and Sao Paulo. 

Up to 95 per cent of merchandise sold is national, because local food processing and packag- 
ing is coming into its own. Quaker Oats is building a plant in Sao Paulo. Two US outfits 
recently started commercial fishing and fish freezing; both deliver by plane to leading cities 
all iver Brazil and have installed frozen food counters in large markets for retail sales. 
Another American firm launched Brazil’s first commercial mayonnaise factory two years ago, 
is now making more than a dozen such processed foods. Two reasons for this surge in the 
foodstuff industry: it requires no imported raw materials and very little capital. 


* * * 4 * » 
United Fruit Company’s troubles in Central America are continuing. Costa Rica’s new 


President, José Figueres, has asked the company to devise a method of nationalizing its hold- 
ings in his country, with United Fruit aliowed to handle marketing after nationalization. 
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